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$100,000 POLICY 


with Fidelity Bonds, on each operation 


This provides adequate coverage for 
most operations, but, when this cover- 
age is exceeded by storage value, 
additional bonds will be written. Each 
of the four essential safeguards are 
provided. 


1. Warehousemen’s Legal Lia- 
bility Policy . .. $100,000. 

2. Fidelity Bonds for Custodians 
... $100,000 each. Cumulative. With 
reinstatement feature furnishing a mini- 
mum of $200,000 on each operation. 


3. Individual Bonds for officers 
signing our warehouse receipts. 


4. Workmen's Compensation and 
Employers’ Liability Insurance... 
full statutory limits. 

No. 1 policy and No. 2 bond are fur- 
nished by Continental Casualty 
Company, thus eliminating divided 
responsibility and future controversy. 


No unforeseen events are apt to arise to disturb the collateral value 
of commodity loans that are represented by warehouse receipts 
issued under the ‘Tidewater Method” of field warehousing. 


Bonds and other guarantees, higher than is usual in field ware- 
housing, are provided for each operation. Your interests will be 
safeguarded by a financially responsible organization in whom you 
can place the fullest confidence. Each of the officials is widely 


experienced in all phases of public warehousing and has a sound 
understanding of bank requirements. 


Tidewater Field Warehouses, Inc., is an associate of the Chain of 
Tidewater Terminals and Inland Warehouses. Because of their 
nation-wide contacts with industrial and commercial enterprises, 


they are ideally equipped to aid banks in developing new outlets 
for commodity loans. 


Investigate the advantages offered by the ‘‘Tidewater Method’’. The 
complete story is told in ‘Inventory Financing through Field Ware- 
housing’’, a comprehensive discussion of the subject which you will 
find both interesting and profitable. 


THE “TIDEWATER METHOD” OF FIELD WAREHOUSING MOVES THE WAREHOUSE TO THE GOODS 








LETTERS 


For Defense 


Sirs: We are sending you copies of 
two forms we are using in connection with 
the promotion of National Defense Bonds. 
We thought that possibly these might be 
of interest to other bankers and are passing 
them on for what they are worth. 

Each purchaser of a National Defense 
Bond is given one of the defense folders, 
which are printed in red and blue on white 











For DEFENSE Buy 


Unireo States Savincs Bonps 


Keep them and your other P4lvASLE PAPERS safe ‘from 
FIRE AND THEFT in our Modern Safe Deposit Vault. 





‘The cost of this tion to you is LESS THAN ONE CENT A 
paY, Why ran the risk of Loss when it costs so little to en- 
joy the S4FEGUARDS we have provided? 


Security NaTionaL BANK 




















The undersigned hereby authorizes and directs the Security 


National Bank to charge account with $ 
(nis, ome on tes) lume price of Bond) 

on the day of cach month beginning 

and to use sach monthly amount for the purchase of a 

(number of bonds) 
$ Defense Series. United States Savings 
(maturity vatue cach ond) (f, Por 
Bonds to be registered as follows: pisase print 


Mr. 
Owner Mrs. 
Miss (given nome) (middie mame or imitinty) (vm 


Address 
OCo-Owner or Mr. 


O Beneficiary Mrs. ‘td 
(CHECK wHicw) Miss (given name) {middie same or initist) (eurneme) 


Address 








popes. when his bond is delivered. We 
elieve this will encourage the sale of 
bonds, and also the renting of safe deposit 
boxes. Copies of the folder are also sent 
out with our canceled checks and state- 
ments at the end of the month. 

The form is supplied to those who want 
us to charge their accounts each month 
with the cost of bonds. This plan of pur- 
chasing Defense Bonds is being encouraged 
by the Treasury. 

N. S. Catnoun, President, 

Security National Bank, 
Greensboro, North Carolina 


¢ + ¢ 


Children’s Day 


Strs:. I thought that readers of The 
Burroughs Clearing House would be inter- 
ested in an experience we had yesterday. 

About two weeks ago we came to the 
conclusion that the sale of Defense Bonds 
and Stamps could be better publicized if 
we worked through school children. Ac- 
cordingly, we announced Wednesday, May 
28, as American National Bank School 
Children’s Defense Bond and Stamp Day. 
The local Superintendent of Schools co- 
operated by having the principals and 
teachers notify the children. We followed 
this up with special letters and messages to 
the teachers. The local newspapers car- 
ried publicity as well as advertising for 








Zhe Burroughs 


Clearing House 


HENRY J. BOONE, Editor 





JULY, 1941 





Vou. 25: No. 10 


CONTENTS 


Where Banking Booms - - - . - - tl 
By HARRY V. ODLE 


Your New York Correspondent - - - - 14 
By ARTHUR VAN VLISSINGEN 


Banking as Viewed from Washington ~— - - - 17 
By HENRY D. RALPH 


New Standards for Consumer Credit - - - 20 
By JOHN BURGESS 


The Clearing House of Pictures - - - - 23 


Obtaining Better Trust Records’ - - - - 24 
By A. L. LATHROP 


Court Decisions - - - - - - - 26 
By CHARLES R. ROSENBERG, Jr. 


Canadian Banking - - - . - . ci 
By JAMES MONTAGNES 


The Booklet Counter - - - - - - 28 














EpITORIAL AND Business Orrices—Second and Burroughs Avenues 
Detroit, Michigan 
FRANK E. QUISH 
WESTERN REPRESENTATIVE 
Second and Burroughs Avenues 
Derroit, MicHiGAN 


CHARLES W. EARLE 
EASTERN REPRESENTATIVE 
219 Fourth Avenue 
New Yorx City 


Copyrighted, 1941, by Burroughs Adding Machine Company 


























2 


the bank, and each day we had from three 
to five announcements on the radio. 

As a result, by a quarter to three yester- 
day, the streets around the bank were 
blocked by a milling, chattering mass of 
children that it took six traffic policemen 
to handle. We were all prepared and had 
sixteen people at the windows ready to 
sell bonds and stamps, with about twenty 
teachers and other volunteers helping in 
the lobby. The children were admitted in 
two lines, one for each row of tellers, 
waited on quickly and directed to the back 
of the bank where they were handed re- 
freshments, and then out a side door to a 
blocked off section of the street. Three 
local bottling concerns, two ice cream 
plants, and two theaters co-operated by 
giving each child who purchased a bond 
or stamp a cold drink or ice cream cu 
and a ticket to one of the theaters whic 





Special Service Division—for certain kinds 
of security transactions and a variety of unusual services 
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showed special defense program pictures. 
The bank also distributed red, white and 
blue pencils. 

The plan was a great success. In all 
2,023 school children bought stamps or 
bonds out of a total enrollment of white 
school children in the city of 4,053. The 
amount purchased, $4,356.50, will not 
make much difference in the defense pro- 
gram, but publicity given the drive should 
be of great value and we hope that it will 
start the families of these children toward 
systematic and regular purchases. 

W. R. Harrison, Vice-president 

and Cashier, American National 
Bank and Trust Company, 
Danville, Virginia 
* « + 


The Booklet Counter 


Sirs: Before again availing myself of 
your Booklet Counter, may I compliment 
you on this department. It is distinctly 
up to the minute. 

L. E. THomas, Manager Analysis 

Department, Crocker First 
National Bank of San Francisco, 
San Francisco, California 


° ° ° 


Model Plane Exhibit 


Srrs: We have just completed a very 
successful showing of airplane models that 
were made by local youths from sets we 
distributed free of charge. The exhibit 








was placed in the lobby of the bank. Two 

noted aviators, Captains R. T. Freng and 

Jack Knight, served as judges of the planes 

and awarded the bank’s prizes at a public 

dinner. A lot of good will resulted from 

the program. 

Evin M. FoexuNEnR, Cashier, 
Farmers & Merchants Bank, 

Highland, Illinois 





iin shi pin 








S. 
id 


all 
or 


he 
ot 


ill 
rd 


ia 


of 
nt 


ly 


at 
ve 
it 











THE BURROUGHS CLEARING HOUSE—July, 1941 


In the TREND of BANKING 








Another Memorable A. I. B. 
Convention 


Registration at the 39th annual conven- 
tion of the American Institute of Banking 
topped the 1,500 mark as delegates from 
all parts of the country gathered at San 
Francisco June 2-6 for a traditionally full 
program of business meetings and enter- 
tainment. 

At the closing business session, George 
T. Newell, vice-president of Manufacturers 
Trust Co. of New York, was elevated to 
the presidency. He succeeds J. Leroy 
Dart, vice-president of the Florida Na- 
tional Bank at Jacksonville. The new 
A. I. B. vice-president is David E. Simms, 
acting assistant manager of the Salt Lake 
City Branch of the Federal Reserve Bank 
of San Francisco. 

The National Public Speaking Contest, 
for awards offered poder, by the A. P. 
Giannini Foundation, was won by Richard 
T. Brairton, a teller with the Monroe 
County Savings Bank, Rochester, N. Y. 
He received $500 and later repeated his 
winning address over a nation-wide net- 
work. The runner-up in the contest was 
John W. Clay, of the Third National Bank, 
Nashville, Tenn. Third prize was won by 
W. T. Irwin, of the Ninth Bank & Trust 
Co., Philadelphia, and fourth place went 
to Mozart Lovelace, Harris Trust & Sav- 
ings Bank, Chicago. 

The annual debate contest was won by 
the Baltimore Chapter, with the Houston 
Chapter as runner-up in the finals. The 
subject of the debate was, “Resolved: 
That a Customs Union Should Be Formed 
by the United States and the Republics of 
Central and South America.” 

Three chapters, Philadelphia, Richmond, 
Va., and Pottsville, Pa., won silver plaques 
for the best exhibits of publicity material 
at the convention. Certificates of merit 
were awarded to the Los Angeles, Houston 
and Pottsville Chapters for publishing the 





The little Yorkshire town of Heckmondwike has set an amazing pace for all England in the 

matter of war savings. Here a six-year-old lad is buying his eighth savings certificate. In 

view of our own defense savings bond program, it is interesting to note that Heckmondwike, 

with a population of less than 9,000, in one week alone produced total war savings of 364,743 
pounds. This amounts to more than 42 pounds per inhabitant 


English town sets a remarkable war savings record 


outstanding chapter publications in their 
respective membership classifications. 
After a spirited caucus vote, the follow- 
ing four candidates were elected to the 
Executive Council to hold office until 1944: 
David T. Scott, assistant manager, real 
estate department, First National Bank of 





MINIMUM RETAINMENT PERIODS 
for 


BANK RECORDS 


Description of Records, Accounts, Etc. Period to be Retained 





ADMINISTRATIVE 
MINUTE BOOKS 
. Minute books of directors’, executive | Permanently 


committee's, stockholders’, and other 
meetings 





AND ACC 

2. Accrual records 2 years ofter accrual per- 
iod ends 

3. Audit copy of debits and credits to 1 year 

loans and discounts 

4. Audit work papers 5 years 

5. Bank call reports Permanently 

6. Bonk exominer's reports Permanently 

7. Budget work sheets 2 yeors 

8. Doily reserve computation 5 years 

9 


. Difference record 10 years 
10. Earnings and dividends report Permanently 
11. Monthly reports to directors (one copy) | Permanently 
12. Reconcilements of bank (due to) de- 1 year—Domestic 
posits 5 years—foreign 


13. Reconcilements register (due from) 5 years—Domestic 





5 years—foreign 
14. Reports to executive i lone | p y 
copy) 
15. Securities vault, ‘in and out" tickets 3 yeors 
16. Tex records Permanently 
Note: Copies of schedules ond returnt to 
taxing aethorities for tox purposes, notices of 
Grsessment by taxing authorities and docw- 
mentary proceedings in oppea! therefrom 
CAPITAL 
17. Capital stock certificates, records of, | Permanently 


or stubs of 
18. Capital stock ledger 
19. Capital stock transfer register 
20. Dividend checks 


Permanently 
Permonentiy 
15 yeors after dete paid 











Description of Records, Accounts, Etc. Period to be Retained 





CAPITAL—Continued 
21. Dividend register 
22. insurance records 

(a) Schedules of fire and other insur- | 6 years 
ance; also record of payments of 
premiums and of amounts recov- 


15 years after date of issue 


(b) Insurance policies expired 
(c} Records of policies in force 


3 years after expiration 

3 years after expiration 
(d) Bankers’ blanket bonds Permanently 

23. Proxies 10 years 


24. Receipts for stock certificates Permanently 
Note: Where bank secures @ receipt it is 
recommended that 2 be offixed te stub of 
certificate book. 
GENERAL LEDGER 
25. Daily statement of condition Permanently 


26. General journal 
(a) If the journal ts a by-product of 6 months 
posting the general ledger 

{b) If journal is used as book of origi- | Permanently 

nal entry, with descriptions 





27. General ledger Permanently 
28. General ledger tickets Permanently 
Note: As tickets not only describe entries but 
cho thow who originated ond approved trans- 
ection, they shovid be of greater value then 
journal ond therefore retained permanently 
INVESTMENTS 
29. Bond ledger 15 years 
30. Brokers’ confirmations 10 years 
31. Brokers’ invoices 10 years 
32. Brokers’ statements 10 years 
33. Descriptive literature on securities dis- | Opthonal 
posed of 





Retention schedule covers more than 175 bank records 


Boston; D. Wesley Correll, assistant 
cashier, First Wisconsin National Bank, 
Milwaukee; Victor H. Lloyd, assistant 
credit manager, Charleston National Bank, 
Charleston, W. Va.; and George E. 
Powell, vice-president and cashier, Balti- 
more Bank, Kansas City, Mo. 

One of the entertainment features was a 
two-hour wild west rodeo at a ranch thirty 
miles from San Francisco, followed by a 
dinner dance in the evening at the Hotel 
Claremont in Berkeley. 

The 1942 convention will be held at 
New Orleans. 

* . ° 


Retention Schedule for Bank 
Records 


ons the need for a systematic 
routine both for retaining and disposing of 
bank records, a special committee of the 
Chicago Bank Auditors Conference has 
issued in booklet form the results of a 
comprehensive study of the problem, 
according to L. H. Hammerstrom, auditor, 
Continental Illinois National Bank and 
Trust Company and president of the 
Conference. 

This 24-page booklet contains a schedule 
listing the minimum retainment period of 
more than 175 bank records, and there is 
also a detailed report of the committee’s 
findings. A survey of the practices fol- 
lowed in more than 100 banks revealed a 
wide variance of opinion as to retainment 
periods. In drafting the schedule, each 
specific item was carefully weighed in 
relation to such factors as: 1. Statute of 
Limitations; 2. Reasonable period of time 
after the running of the statutory limit to 
cover unusual situations; 3. Rulings of 
governmental agencies; 4. Banking cus- 
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tom; 5. Cost of maintenance and storage. 

“The storage and handling of records is 
important to banks regardless of size,” 
states the committee. “The tremendous 
volume of records annually placed in 
storage vaults and other quarters will 
eventually force all to take the time to 
establish a definite “.-9 for disposing 
of inactive records. he great task of 
reviewing large accumulations, however, 
can be avoided by the early adoption of a 
systematic routine and any bank may 
dispose of its records with the same dis- 
patch accorded daily work. Procedures for 
disposing of records should be simple and 
reduced to written instructions.” 

Copies of the booklet may be obtained 
from the chairman of the committee, 
R. Ostengaard, comptroller-auditor, The 
Live Stock National Bank of Chicago, at 
the nominal price of fifty cents each, to 
cover production and mailing costs. 


° Sd 


Bank Offers Income Tax 
Anticipation Plan 


The American National Bank and Trust 
Company of Chicago has announced the 
inauguration of an Income Tax Anticipa- 
tion Plan as a service to individuals in the 
accumulation of funds to meet greatly 
increased income tax obligations next year. 

plan is fully explained and its 
advantages pointed out in a descriptive 
folder “entitled, “Getting Ready for In- 
creased Income Taxes,” which was dis- 
tributed to all commercial customers of 
the bank with their June 1 statements. 

The depositor will have his choice of 
three variations of the plan. First, if he 
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THE AMERICAN 
ANNOUNCE 
TAX ANTICIF 








NATIONAL BANK 
S A NEW 
ATION PLAN 















Getting Ready 

for . 
Increased 

Income Taxes 













mode in advance. 


Deportment. 





Although new tox legislotion will not be posed by 
Congress until loter in the year, we are already con- 
fronted by the certainty thot a large port of the cost 
of the Nationol Defense Program will be paid for by 
increased taxes. And those of us who poy income toxes 
ore faced with the reality that the tax on our 1941 in- 
comes will be much larger — in many cases, three ond 
four times larger — than last year’s tax bill. 


Just as it is sound financial practice for a business con- 
cern to onticipote its tox bill by setting oside reserves 
out of current income, so is it prudent for you to antici- 
pote the tox on your 1941 income by setting aside a 
reserve out of that year’s income. And because this 
tox is certain to be much higher than thot of previous 
years, it is imperative that provisions for its payment be 


To simplify such a procedure for you, the American No- 
tiono! Bank has developed an Income Tox Anticipation 
Plan whereby you can accumulate such o fund automati- 
cally. To porticipate in this plan oll you have to do is to 
determine the amount you would like to set aside out of 
each month’s income for your tax reserve fund. Then 
send or bring the first such amount to the American 
National Bank and it will be deposited to your credit in 
ca Tox Anticipation Account in the bank's Sovings 


On the first of each month thereafter, the bonk will send 
you © statement of the amount you have decided to set 
aside eoch month, as o reminder for you to make thot 
month's deposit in your Tax Anticipation Account. If you 


















have o checking account with this bank, the monthly de- 
posit will be transferred from thet account to your tax ac 
count upon your request. if you prefer to make your de- 
posits weekly or semi-monthly, the plan will be flexible 
fo meet your special requirements. And when March, 
1942, rolls cround, the money will be available for the 
payment of your income tax! 


Ail that is needed to set the plan in motion is for you 
to fill out the authorization blank on the bock of this 
folder and send or bring it to the American Notionol 
Bonk, together with your first deposit. We cannot 
urge you too strongly to return it to us soon, for it will 
be the means of helping you to pay what is certain to 
be o greatly increased income tox next March! 


ecm 













Our “Bonk by Mail” service is available if you will find 
it more convenient to make your deposits by mail. 





AMERICAN NATIONAL BANK 
AND TRUST COMPANY, 
of Chicago 
UA SALLE STREET AT WASHINGTON 
Member Federo! Depowt inwrence Corperetion 





Chicago bank issues a word to the wise in this folder 


has a checking account with the American 
National Bank, the bank will on the first 
of each month automatically transfer a 
specified amount from the checking ac- 
count to the Tax Anticipation Account. 
Second, the bank will, at the depositor’s 











England. 





ALWAYS READY 


A feature of this bank’s service 
to other institutions throughout 
the country is its willingness to 
take care of difficult matters in the 
same efficient manner as it handles 
ordinary transactions. We are al- 
ways ready to help whenever you 


have an unusual problem in New 


The National 
Shawmut Bank 


40 Water Street, Boston 


Member Federal Deposit Insurance Corporation 
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request, mail him on the first of each 
month a reminder statement of the 
monthly deposit that he wishes to make to 
his account. Third, the customer may 
maintain the special account just like a 
regular savings account, —— deposits 
in any amount on any dates that he wishes. 
In all cases, the bank’s “Save by Mail” 
plan may be used if more convenient for 
the depositor. 

A bulletin explaining the plan in detail 
has been distributed to the bank’s em- 
ployees, and their co-operation has been 
enlisted in pointing out the advantages of 
the plan to the people with whom they 
come in contact. Announcement folders 
have also been mailed to thousands of non- 
customers in the higher income brackets 
and distributed to offices in the vicinity of 
the bank. Newspaper announcements are 
likewise being used in announcing the plan 
to the public. 

Edward N. Van Horne, executive vice- 
president, sponsor of the Income Tax 
Anticipation Plan, has sent descriptive 
material to correspondents of the American 
National Bank and has given them per- 
mission to use the plan in their own 
communities. 

+ - . 


A. B. A. Manual Designed to 
Improve Operations 


A manual of simplified banking forms 
and procedure has been prepared by a 
special committee of the Bank Manage- 
ment Commission of the American Bankers 
Association, it is announced by J. Harvie 
Wilkinson, Jr., vice-president of the State- 
Planters Bank and Prust Company, Rich- 
mond, Virginia, who is chairman of the 
commission. 

The manual, a 240-page book, has been 
designed to serve as a guide in simplifying 
and modernizing bank forms and to produce 
economies in bank operating procedure. It 
is a reference book of operating and = 
forms, a manual of operating procedure for 
increasing efficiency and reducing working 
hours, and a guide in bank operations. 

The book contains ten chapters, which 
are termed “‘operating sections,” dealing 
with paying and receiving, interior proof 
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and transit, bookkeeping, account analysis, 
loans and discounts, collections, drafts, 
certification and returns, general ledgers, 
savings, general forms, and similar func- 
tions. Each operating section is in outline 
form, and describes operating procedure 
in step-by-step actions to be taken by the 
person performing the work. i 

Operating forms, with accompanyin 
printing specifications, are _ illustrated. 
Wherever possible, the forms have been 
filled in to show typical transactions and 
the forms are in one instance correlated 
and carried through to their ultimate posi- 
tion in the general ledger. Each outline 
of procedure is followed by comments 
enlarging on the material presented, and 
alternative procedures and forms are com- 
pared and discussed. 

Individual copies of the manual can be 
obtained from A. B. A. headquarters for 
$3 each. 

* * + 


Cleveland Banker Receives 
‘‘Doctor of Humanities’ Degree 


Lewis B. Williams, chairman of the 
board of The National City Bank of 
Cleveland, had con- 
ferred upon him June 
11 the degree of 
Doctor of Humani- 
ties by his alma 
mater, Western Re- 
serve University, 
where he was gradu- 
ated in 1902. 

After graduation, 
Mr. Williams imme- 
diately went into 
newspaper work and 
was for a time finan- 
cial editor of the 
Cleveland Plain 
Dealer. In 1903 he entered the investment 
banking business with Hayden, Miller & 
Company of Cleveland of which he became 
a partner in 1908. He continued as a mem- 
ber of the firm until 1933, when he became 
chairman of the board and Federal Reserve 
agent of the Federal Reserve Bank of 
Cleveland. He-has been chairman of The 
National City Bank of Cleveland since 1934. 


¢ * » 





Lewis B Williams 


Unique Curb Teller Window 
Devised for Bank 


The first of its kind, and embodying a 
number of unique features, is the curb 





The teller is below the sidewalk! 


“teller window” installed by the American 
National Bank, Portsmouth, Virginia, for 
the convenience of its customers. The 
device was developed by engineers of a 
New York City electrical concern from the 
ideas of Frank D. Lawrence, vice-president 
of the bank. 

As shown by the accompanying illus- 
tration, the device is a metal box built of 
3/16 inch steel, with bullet-proof glass in 
the window and special bronze fittings at 
the front. While he can be seen and can 
see his customer clearly, the teller on duty 
is several feet below the level of the side- 
walk, safe from any threat of hold-ups. 
A periscope system of mirrors makes this 
arrangement possible. 

A button rings a buzzer if it is necessary 
for the customer to attract the attention 
of the teller. Conversation is carried on 
by means of a two-way electric speaking 
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yy with the master unit on the teller’s 
esk. 

When the window is not in use, an elec- 
tric elevator also stays on the teller’s desk. 
When a customer appears, the teller presses 
a button that sends the elevator up to the 
ledge, which is at the right height to be 
reached by anyone in an automobile. The 
bronze door of the teller device then auto- 
matically opens, giving the customer 
access to a tray. On this tray a spring 
and lever are so arranged as to hol 
securely the bank book and deposit on the 
descent down to the teller. 

As the elevator starts down, the bronze 
door closes and remains so until the bank 
book is returned to the depositor. By 
means of the mirror arrangement the 
depositor can see the teller count his deposit 
and make the entry, just as if he were on 
the same level with him. 
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BANKERS TRUST COMPANY 


NEW YORK 
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MACHINE POSTING 
LEDGER and INDEX 


for machine bookkeeping 
forms and card records 


Two papers developed by 
Weston, the ledger paper spe- 
cialists, expressly for mechanical 
accounting forms and card 
record systems. Made with a 
special finish for fast, clean, 
cmudge-proof entries, and with 
extra backbone to stand hard 
handling, prevent drooping and 
dog-earing in the files. 50% 
cotton fibre content — in a wide 
choice of weights and colors. 


Write for a sample portfolio. 
If it’s a 
WESTON paper, 
it’s a 
better paper! 








HELPFUL INFORMATION 


Weston’s Papers, a special publica- 
tion for paper buyers is packed 
with news, ideas and information 
about paper. Would you like to 
receive a copy? Write 


BYRON WESTON COMPANY 
Dalton, Massachusetts 
Dept. D 
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Rockefeller Center office, The New York Trust Company 


New Rockefeller Center Branch 
of Architectural Interest 


The New York Trust Company recently 
opened an unusually attractive new office 
at 10 Rockefeller Plaza and 46th Street in 
New York City. Particularly striking is 
the entrance on 49th Street, which is sur- 
mounted by a carving of the Statue of 
Liberty on curved glass, 20 feet high and 
8 feet wide, and set in a bronze trim. The 
Statue of Liberty was long the emblem of 
the Liberty National Bank which in 1921 
was merged with The New York Trust 
Company. In 1939, on the occasion of its 
50th anniversary, the trust company 
revived wider use of the emblem which is 
now featured in its advertisements, litera- 
ture, and its quarterly review, The Index. 

Both the Rockefeller Plaza and 49th 
Street facades are panels of alternate bays 
of clear glass and rippled translucent 
architectural glass with bronze trim. 

A 17-foot circular well immediately in- 
side the 49th Street entrance connects the 
street and mezzanine floors. The main 
banking floor on the street level has two 
a for officers’ desks. The finish is 
<oko wood with bronze trim. One of the 
features of the cages for paying and 
receiving tellers and in the loan and 
foreign departments, also on the street 
level, is that instead of the usual bronze 
the wicket bars are of glass. 

On the lower level, which has an en- 
trance to the concourse connecting all of 
the building of Rockefeller Center, are the 
safe deposit vault and eight coupon rooms 
for customers. Here also are located the 
payroll and trust departments and two 
conference rooms. 

On the mezzanine are two other con- 
ference rooms, a board room and workin 
space for stenographers and the office staff. 

A private elevator serves the three levels. 


° ° 7 


Clearing House for Ideas 
From the Staff 


As a part of its internal public relations 
work, The Plainfield Trust Company, 
Plainfield, N. J.. set up a few years ago 
what is known as an advisory committee. 
It contains no officers and is made up of rep- 
resentatives of the various departments, 
appointed by the executive vice-president. 

The committee serves as a_ clearin 
house for ideas from the staff for improve 
and more economical service throughout 
the bank. It is noteworthy that each year 


In writing to advertisers please mention The Burroughs Clearing House 


the majority of recommendations offered 
for the consideration of officers have been 
acted upon favorably. Where suggestions 
are not accepted, the bank’s chief executive 
officer meets with the committee and ex- 
plains the reason. 

One function of the committee is to 
make suggestions for one or two staff 
meetings each year. Last fall the com- 
mittee invited the manager of one of the 
large department stores to discuss his 
firm’s public relations problems as re- 
tailers, and their methods of meeting them. 
This talk brought home the fact that the 
fundamental principles of handling the 
= are the same whether one is selling 

ank service or tangibles over the counter. 

For the final meeting of the past year 
the committee suggested an “Information 
Please” program, following very closely 
the pattern set by the popular radio quiz. 
A question box was put up and all members 
of the staff, not members of the advisory 
committee, were invited to ask questions. 


° Sd 


Bank Uses News Incidents to 
Obtain Publicity 
From H. D. Cothrell, assistant cashier of 


the Fort Wayne National Bank, comes an 
interesting example of how that institution 





A collector's deposit—7,914 pennies! 


takes advantage of happenings around the 
bank to obtain publicity in the local news- 


“ae : Ree Rani: 
r. Cothrell sends in a news clipping in 
which the accompanying picture was 
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prominently displayed. Descriptive copy 
related how Walter E. Sommer of Fort 
Wayne began the accumulation of pennies 
five years ago as a hobby. The story goes 
on to state: “The other day he brought 
the pennies—7,914 of them—in a_ bushel 
basket to the Fort Wayne National Bank. 
Harriett L. Snydor, bookkeeper in the 
savings department at the bank, is shown 
with the basket of coins. The picture was 
taken by Arthur Schack, assistant trust 
officer of the bank. 
“Sommer said his original intention in 
saving the pennies was to have a penn 
dated for each year they were coined. 
hen he decided to save the pennies having 
various mint marks. After the first two 
hobbies proved too much of a task, he 
iecided just to collect the pennies for a 
hobby. 
“The basket of coins weighed more than 
52 pounds.” 


4 * aa 


\n Extensive Campaign for 
Defense Loans 


One of the first banks in the country to 
ngage in defense financing activity on a 
broad scale, the Webster and Atlas Na- 
tional Bank of Boston has made an exten- 
sive and well-planned solicitation of this 
type of business. 

In the spring of 1940, the officers of the 
bank decided that an active program of 
national defense was inevitable, and that 
it would present a situation in which banks 
would have not only a public duty, but 
also a great opportunity. 

An intensive advertising and develop- 
ment campaign to bring the facilities of the 
Webster and Atlas National Bank to the 
attention of industrial prospects was im- 
mediately planned. The first advertise- 
ment appeared in Boston newspapers in 
July, 1940. Cordial relations were estab- 
lished with procurement officers in Boston. 
The new business staff was augmented and 
the bank has had four representatives call- 
ing on New England manufacturers, offer- 
ing facilities for the financing of govern- 
ment orders. 

In order to assist the bank’s officers in 
analyzing problems presented to them, the 
bank obtained the services of Lt. Com- 
mander Austin S. Kibbee, Retired, who is 
a graduate of Annapolis, saw active service 
during the World War, and specialized in 
armament engineering. Lt. Commander 
Kibbee ge egos f inspected the plants of 
many of the bank’s customers and loan 
prospects, learning from his own observa- 
tions just what they were equipped to do, 
and advising these concerns as to what 
defense products they could best manu- 
facture. Also, through his contacts with 
the Navy and the Army, and with cus- 
tomers of the bank already one defense 
orders, he was able to obtain for them 
considerable business. 

The bank has compiled an impressive 
folio of promotion material which it has 
prepared in connection with its defense 
financing activity. It includes newspaper 
ads, circulars, cards, folders and direct mail 
letters, and reveals that the bank has cir- 
cularized and corresponded with about 3,000 
New England manufacturers in Massa- 
chusetts, Maine, New Hampshire and 
Vermont. 

Many new borrowers have resulted from 
this campaign, and President Raymond 
B. Cox states that the bank has already 
collected, in interest and discount, more 
than ——_ to pay for the entire amount 
spent in advertising. The bank has made 
loans of from $5,000 to several hundred 
thousand dollars, and _ has_ arranged 

articipations for those beyond its legal 
oaning limit. It has financed equipment 
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Part of an impressive folio of defense financing promotion 


ranging from lightning rods for canton- 
ments in Arizona to defense housing facili- 
ties in Massachusetts. Its customers are 
making army apparel from socks to 
chevrons, , producing shell cases, electric 
signal systems for naval vessels, etc.—and 
the end is not in sight. 

‘*As the large manufacturers are reaching 
the capacity of their production the sub- 
contracting is beginning to spread very 
rapidly,” states President Cox. “There is 
business for banks to be had if they will go 
after it, but they must lead the way. The 
program is so enormous, so complicated, 
and so complex, that it staggers the small 
manufacturer. He does not know what 
kind of work to look for, or how to go and 

et it. In both these respects, I think the 
ebster and Atlas National Bank has been 
of considerable help.” 


An Original Method of Aiding 
Defense Bond Sales 


A — little idea for stimulating the 
sale of U. S. Defense Savings Bonds was 
devised by The First National Bank of 
Glens Falls, New York, in connection with 
the state convention of Young Republican 
Clubs held in that city last month. 

Each delegate to the convention was 

presented with a personalized folder to 
which a 10¢ Defense Savings Stamp was 
— Adjoining was a message which 
read: 
“Every liberty-loving American, rich or 
poor, regardless of creed, color or party 
affiliation, will respond to the call to help 
defend this; nation and the principles on 
which it was built. “ 

“Purchase of U. S. Defense Bonds is 





dsteclrvok 


DIP-LESS 
WRITING SET! 


Writes a full page without dipping ! 


New. Convenient. As substantial as 
it is good looking! Holds an average 
half-year’s ink-supply. Can’t over- 
flow. Can’t leak. Gives te famous 
Esterbrook pen points. Always ready 
to write! Try a Single or Double Set 
this easy way. Mark and mail this 
coupon now. No obligation. The 
Esterbrook Pen Co., Camden, N. J. 





Your Stationer’s Name___.........-.---- 


HE ATTACH THIS COUPON TO YOUR LETTERHEAD...AND MAIL NOW! - 


en et Tt TT | 
10-DAY FREE-TRIAL COUPON! & 


FL it once... Write for montha / 





Single Set oO Double Set oO 


($2.50) ($5.00) 
Black [| Gray [_] 
Walnut(] Maroon[] Green(] 





Cc 


In writing to advertisers please mention The Burroughs Clearing House 








THE BURROUGHS CLEARING HOUSE—July, 1941 





Lobby of the First National Bank in Plymouth, Michigan, 
BEFORE .. . as it appeared prior to remodeling 











The same lobby after the installation of a low counter 
AFTER... and other modern fixtures 


more than just an investment. It is 
evidence of your approval of and desire to 
participate in the defense of your country. 

“The attached stamp is presented to you 
by The First National Bank of Glens Falls 
with an invitation to adopt it as your 
‘Stamp of Approval’ and as evidence of 
your enrollment in the Defense Bond 
program. 

“Stamps and bonds may be purchased 
at your own bank or post office. 

“Buy a bond today!” 

The folder also contained a_ personal 
welcome to the convention delegate. 


* * Sf 


An Interesting Remodeling Job 
in a Small Bank 


Located in a fast growing community of 
6,000 population, with local plants operat- 
ing at full blast on both defense and con- 
sumer orders, the First National Bank in 
Plymouth, Michigan, recently decided that 
something had to be done to accommodate 
the rapid increase in its business. Since 
many small banks now find themselves- in 
an analogous situation, the Plymouth 
bank’s answer to its problem is of timely 
interest. 


The bank’s building is located in the 
middle of a business block and has a 
frontage of only nineteen feet. The only 
available vacant land for extension purposes 
was a strip in the rear of their present 
building, nineteen feet wide by fifty feet 
deep. It was decided to use this strip of 
land instead of finding a new location. 
The solution is outlined in the “before and 
after’ plans, and also the photographs 
showing what a new low counter and other 
modern improvements will do to change 
the appearance of a narrow lobby. 

One remarkable achievement was that 
all the work was done without any interrup- 
tion in the transaction of business. The 
difficult task of tearing down the old vault 
was accomplished after working hours, the 
old vault door being used on the new vault. 
Two coupon booths were added to the new 
vault which was made large enough to 
accommodate a safety deposit box section, 
the gate to which is controlled from the 
adjoining work space. All of the work to 
the addition in the rear was completed 
previous to the installation of the new 
counters and screen in the lobby, which 
were rushed into place over a week-end. 

Not only was the construction smoothly 
aay to avoid business interruption, 
yut the remodeling plans are also notable. 
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REMODELING 


Solution for a narrow lobby 


The modern counter and panelling is of 
walnut veneer, with screens of plate glass 
supported with chrome finished posts. 
There are now five teller windows instead 
of three, and provision is made for the 
addition of two more windows as needed. 
The directors room has walnut panelling 
seven feet high, with glass block windows 
reinforced with steel in the rear wall. The 
conference room is planned so that direct 
access is gained from either the public lobby 
or private corridor. 

In the basement at the rear there is a 
large work room with terrazzo floor and 
acoustical tile ceiling. This is a far advance 
over previous conditions, in which the 
directors room was utilized for bookkeep- 
ing operations. And for the further benefit 
of employees as well as customers, a new 
air conditioning heating system was in- 
stalled along with latest type fluorescent 
eae in the i The architect was 
Thomas W. Moss, of Plymouth. 

The total cost of the project was approxi- 
mately $12,000, consisting of about $3,000 
for the remodeling and $9,000 for the new 
addition. As of March 31, the bank had 
total deposits of $1,431,000. Floyd A. 
Kehrl is president, Russell A. Roe is vice- 
president, and J. E. Taylor is cashier. 


7 ° ° 


Bank Sponsors Different Type of 
Quiz Program 


When Friday evenings roll around, many 
citizens of Akron, Ohio, are tuning their 
radio sets to a local quiz program sponsored 
by the Firestone Park Trust and Savings 
Bank, and broadcast over station WAKR. 

While it is a quiz pee. contestants 
are not embarrassed ly eing asked such 
questions as, “Which is higher, the Eiffel 
Tower or the Great Pyramid of Cheops?” 
The program is called ““Was I Right?” and 
the basic idea is that the broadcast airs 
questions of personal conduct which indi- 
viduals have submitted. Two teams, con- 
sisting of trios eee local organiza- 
tions, discuss what they believe should 
have been the solution. Then Dr. George 
Hayes, head of the Psychology Department 
of the University of Akron, delivers his 
opinion as to the ideal conduct. 

The presence of Professor Hayes helps 
to keep the program on a reasonably 
dignified plane, while at the same time a 
master of ceremonies who is a local attorney 
and an accomplished master of ceremonies 
injects humor into the dialogue. 

Teams are selected by invitation, and 
the names of each Friday’s contestants are 
published in advance in the local news- 
ae. The bank gives a leather memo 

ook to the men participating, and each 
lady receives a compact. Also, Professor 
Hayes scores the teams and the winning 
trio receives $20 and the losing team $10, 
the proceeds to go to the club treasury or 
to charity. 

A capacity audience each week throngs 
the largest broadcasting studio of station 
WAKR to watch the program. Guests are 
customers and others who have asked the 
Firestone bank for tickets, and also those 
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who have submitted questions used on the 
program. Such contributors receive a 
cashier’s check for $1 along with a friendly 
letter from the bank’s president, E. A. 
Oberlin, Jr., and two tickets to the 
following Friday’s broadcast. 

Fred J. Botzum, manager of the Cus- 
tomer Relations and New Business De- 
partment of the bank, states that the pro- 
gram represents no undue amount of work 
for the bank’s staff. The questions are 
selected by WAKR from about thirty or 
more sent in each week, and the program 
is timed and tailored by the station. 
Usually six questions are handled in each 
program. Mr. Botzum attends all broad- 
casts and personally delivers the com- 
mercial announcements, in which he invites 
listeners to use the facilities of the Fire- 
stone bank. Most of these announcements 
feature the new personal loan department, 

Costs are average for the local radio 
program, and the bank reports that the 
new customers and the good will derived 
justify the expense. The Firestone bank 
(which was founded by Harvey S. Fire- 
stone) was formerly an industrial bank 
serving a somewhat local area, and the 
Laie ye is now bringing the fact before the 
public that it is a city-wide bank. 


o e « 


A Progressive Bank Personnel 
Program 


One of the major problems confronting 
banks today is undoubtedly that of per- 
sonnel, and for that reason the employee 
program set up by the Peoples-Pittsburgh 
Trust Company is well worth noting. 
Despite the fact that it has placed an 
additional burden on the shoulders of the 
management and added considerably to 
the bank’s operating expenses, both L. H. 
Gethoefer and Gwilym A. Price, chairman 
and president respectively, feel that the 
results in terms of employee morale, co- 
operation and initiative more than justify 
the time and cost involved. 

For every department in the bank, and 
what is more unusual, for every individual 
employee, a goal or objective has been set. 
That goal may be increased efficiency, 
productivity, speed, or some other attain- 
ment. No one is permitted to feel that he 
or she does not play a part in the success- 
ful operation of the bank. No one feels 
that he or she is just marking time without 
an opportunity to advance to a better 
position. 

To assist employees to attain their indi- 
vidual goals and indirectly to help the 
bank attain its major goal, increased 
earnings, an employee relations program 
similar to those of some of America’s 
largest and most progressive corporations 
has been set up. This program includes 
among its features employee meetings, a 
pension plan, a personnel department, 
provision for employees undergoing army 
and navy training, a job rating plan, the 
publication of an annual Report to Em- 
ployees, prompt acknowledgment of special 
accomplishments, and a system whereby 
all newsworthy items are announced to all 
employees prior to general release to the 
public. 

At the employee meetings, Chairman 
Gethoefer, President Price and other 
bank officials discuss various phases of the 
bank’s business, acquainting employees 
with the functions of other departments. 

A major assignment of the personnel 
department is to make a continuing study 
of all positions in the bank, their functions 
and responsibilities. Out of this study 
comes the plan of job rating, with a deter- 
mination of proper salary levels based on 
performance as well as seniority. Like- 
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This bank is in daily touch 
with the great upsurge of 
industry in the vital Great 
Lakes area. 

We serve many of the in- 
dustries which help this 
region do 40% of the nation’s 
manufacturing—iron and 
steel and shipping, auto- 
motive and airplane parts, 
rubber, glass and building 


materials. 





wise, a plan of merit rating, which serves as 
a basis for promotion of employees. 
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GEARED TO THE NEEDS 
OF THIS VITAL AREA 


Our organization and facilities have been 
expanded to meet the ever-increasing 
needs of the Great Lakes industrial 
region. A correspondent relationship 
with this bank assures prompt and 
efficient handling of your requirements. 














BY AMERICA’S LARGEST BANKS 


The demand for La Monte Safety Papers is as wide 
as the nation—and as deep as man’s desire to safe- 
guard the funds he places in transit when he mails 
or hands over a check.» » Here is a check paper 
which defies alteration and counterfeiting—as dis- 
tinctive as a crisp new bank note—recognized, the 
nation over, as the standard of safety for check pro- 
tection. » » When you use La Monte Safety Paper, 
you join the ranks of the largest and most successful 
organizations of their kind in the world. For more 
than 75% of America’s leading banks — as well as 
outstanding corporations from coast to coast — are 
regular users of La Monte Safety Papers. » » If you 
desire the utmost in safety and distinction, we will 
be glad to work with you and your lithographer or 
printer in developing for you an individual trade 


mark design incorporated in the paper itself. 


GEORGE LA MONTE & SON 


Nutley.......+.+.:+:+.+.+. New Jersey 
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Between 1500 and 2000 workers cash pay checks in a half-hour at Bremerton (Wash.) Trust & Savings Bank 


Where Banking Booms 


This nationwide survey discloses some of the problems faced by banks 
in defense boom towns, and how well they are meeting emergency needs 


ATIONAL defense has brought 
N back the boom town, reminis- 

cent of the roaring gold rush 
towns of another era, and local bank- 
ing institutions have felt the full im- 
pact of the program. They have been 
deluged with payroll checks to cash, 
deposits to accept, emergency needs of 
merchants to cope with. 

In the space of a single article it is 
impossible even to mention all of the 
outstanding examples of such situ- 
ations throughout the country. The 
instances herein cited are among the 
most notable, but many banks and 
communities which must go unnamed 
have had similar experiences. 


By 
HARRY V. ODLE 


Editorial Staff, 
THE BURROUGHS CLEARING HOUSE 


The story is essentially one of 
spectacular growth, with many dra- 
matic and colorful aspects. Yet there 
is also a practical side, from the bank- 
ing standpoint, that deserves consider- 
ation. The arrangements, for. ex- 
ample, that boom town banks have 
made to handle the vast increase in 
customer activity. How the banks 


are being compensated for the cashing 
of thousands of pay checks and the 
myriad other services they have been 
called upon to render. The effect on 
deposits and on loans. The question 
of mortgage financing in view of 
urgent housing shortages. In short, 
how profitable the boom conditions 
have been to the banks affected, and 
the advice they have to offer other 
financial institutions that may some- 
time face a comparable situation. 
Rural bankers can imagine, for 
instance, what they would do if the 
government should overnight start 
construction of a $50,000,000 muni- 
tion plant in an open field some ten 
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Seattle-First National Bank branch, Bremerton, Wash. 





Florida Bank at Starke, President Sewell at far right 




















Citizens National Bank at Brownwood, Brownwood, Texas 


Typical examples of lobby activity in banks situated in defense areas 


miles away. They would probably 
face some interesting new problems, 
just as has The Second National Bank 
of Ravenna, Ravenna, Ohio, for whom 
the conjectural situation just cited 
suddenly became a reality. 


N former pastures and cornfields 

neighboring Ravenna, the world’s 
greatest arsenal has been rising with 
incredible rapidity and is now nearing 
completion. Employed on the project 
are more than 16,000, or twice the 
entire normal population of Ravenna 
itself. More than 1,000 buildings dot 
the 21,000 acre tract. The project is 
surrounded by 70 miles of barbed wire 
fencing. It is reported that by this 
fall a carload of finished shells can be 
loaded every 15 minutes. 

Due to the isolated location, con- 
struction problems have been im- 
mense. A complete little city had to 
be erected, with its own fire and police 


force, water and sewage systems, etc. 
Dining room equipment to feed 4,000 
persons a day was transferred from 
the New York World’s Fair. Some 
9,000 cars and trucks a day have 
passed over a country road which 
alternately has been a sea of mud and 
a desert of dust. 

Payrolls for the vast army of workers 
are handled by check. The weekly 
payroll is about $470,000 for the con- 
tractor alone, and including what the 
sub-contractors pay out, it recently 
reaches $550,000. The size of this 
sum is particularly appreciated by 
The Second National Bank of Ra- 
venna, which handles the construction 
company’s account, for in April it 
paid 50,600 checks. For a country 
bank to take on such a huge account, 
and handle it without incurring a 
mountainous new overhead expense, 
is quite an achievement. The fact 
that it is being done reflects credit on 


all concerned, because it indicates 
close co-operation between the bank, 
the construction company, and the 
Cleveland Federal Reserve Bank. 

No service charge is assessed the 
arsenal workman. Whether he de- 
posits or cashes his check at the Second 
National, or it comes back through the 
Cleveland clearing house, makes no 
difference. The bank makes its charge, 
a small amount per check written, 
direct to the construction company 
(which has absorbed this expense, 
since the United States Government 
recognizes no_ service fees). The 
bank’s job is to live within the revenue 
thus obtained, which it does. 

The month before this was written, 
the Second National’s expense in- 
creased only $127, representing one 
additional clerk and a little overtime, 
and the income from the account 
covers this satisfactorily. The bank 
assumes no liability for cashing a 









































Army customers from Camp Blanding, Florida 
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Army bank branch at Fort Ord, California 


Boom town banks, because of the uncertain future, face perplexing credit problems 


check for the wrong person; the con- 
struction company carries an _ in- 
demnity bond and the bank merelv 
sees to it that each check is endorsed 
in ink. 

An economical procedure has been 
developed for construction company 
checks deposited or cashed out of 
town following the Friday payoff. 
These checks come into the Federal 
Reserve Bank at Cleveland on Mon- 
day, and the transit department makes 
up a separate listed total of them 
before shipping them down to the 
Ravenna bank. Since the checks are 
already totaled, only one entry has 
to be made in the bank’s books, and 
the detail work back of the tellers’ 
cages has been held within reasonable 
bounds. 

To accommodate the hundreds of 
construction workers who want to 
cash their pay checks or make deposits 
after the weekly payoff, the Second 





National is open every Friday evening 
from 5:30 to 7. “Our deposits are a 
million dollars more than last year, 
totaling about $3,500,000 on March 
31,”’ says President A. D. Reese. The 
bank has some $1,500,000 in cash and 
has checking accounts of $1,418,957. 
“We could pay every check and still 
have $81,000 left,” President Reese 
attests. ‘Talk about liquidity!’’ 


AS a matter of fact, he adds, the 

coming of the huge Ravenna arsenal 
has not yet helped the bank’s earnings, 
but rather the reverse. The bank 
carried a good many farm loans. Time 
after time a farmer would come in 
who had sold his land to the govern- 
ment, and he would clear up his loan, 
then deposit a balance in the bank. 
Thus the bank not only lost a source 
of income but had to start paying 
interest on a new savings account. 
There Has been an average increase of 


more than $1,000 a day in savings 
accounts alone. And so far, no new 
source of loans has developed. Presi- 
dent Reese expects, however, that 
new real estate loans are in the 
offing, and he feels hopeful for the 
rest of 1941 and for 1942. 

In the neighboring state of Indiana, 
close to the southern boundary line, is 
found perhaps the most highly pub- 
licized and dramatic defense boom 
town situation in the entire country. 
Less than a year ago Charlestown was 
a quiet little community of about 900 
population. The town’s one bank, the 
First Bank of Charlestown, had de- 
posits of $160,000 and was enjoying 
normal progress. But that has all 
been radically changed, for it is obvi- 
ous that when defense projects total- 
ing nearly $100,000,000 are dropped 
into a community of this size, things 
are bound to happen—fast! Appro- 


See WHERE BANKING BOOMS—Page 30 
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ANY changes have taken place 
M in the correspondent banking 
relationship since the days 
when it existed primarily to exercise 
the substantial function of shifting 
money from regions where it was sea- 
sonally in oversupply to regions where 
it was seasonally in strong demand. 
Some of the changes might have been 
presumed to disturb the long-estab- 
lished interdependence between the 
city bank and the country bank. Such, 
however, does not seem to have been 
the case. The city banks have suc- 
ceeded in keeping their services abreast 
of the needs of the country banks that 
they serve, and the country banks have 
found ways to reciprocate in kind. 

Because New York is the apex of the 
pyramid which represents correspond- 
ent banking, it is here that we may well 
examine the over-all scheme of corre- 
spondent banking, mindful of the fact 
that notable banks in other cities play 
no smaller part in the correspondent 
set-up. The best index of the useful- 
ness of New York banks to their fellow 
bankers need not be reduced to statis- 
tics, because it is common knowledge: 
Probably two-thirds of all banks in the 
United States keep accounts in down- 
town Manhattan. One bank there holds 
accounts from 22 per cent of all banks 
in the United States. Other Wall 
Street institutions have impressive 
percentages. 

The basic reason why correspondent 
banking continues today as in the days 
when its functions were perhaps more 
fundamental is rooted largely in human 


Wall Street 


Looking down Wall Street, the large build- 
ing in the left foreground is the home of the 
Bank of the Manhattan Company, at 40 Wall. 
In the adjoining building, at the corner of 
‘William Street, is the Commercial National 
Bank & Trust Company. On the farther left 
corner, at No. 48, is The Bank of New York. 
Beyond is the Bank of Montreal at No. 64 and 
the Seamen’s Bank for Savings at No. 74. 


At the right, beyond the low roof of J. P. 
Morgan & Company, is a side glimpse of the 
building in which is located the United States 
Trust Company at No. 45. The Bank of Nova 
Scotia and the Dominion Bank of Canada are 
at No. 49. Beyond, at No. 55 Wall, can be seen 
the front of The National City Bank, occupy- 
‘ing the comparatively low building from 
which flag poles are extended. Next is the 
terraced building of Brown Brothers Harri- 
-man & Company at No. 59. 
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Your New York 


(CORRESPONDENT 


By 
ARTHUR VAN VLISSINGEN 


About two-thirds of all banks 


in the United States 


keep accounts in downtown Manhattan, which makes it 
the logical place to examine the over-all scheme of 


correspondent banking. 


Bank officers here are quick 


to report that the relationship is genuinely mutual 


and that the benefits are 


behavior. Any successful banker is a 
business man, working to make a 
legitimate profit. It is his everyday 
task to deal with other folks, mostly 
business men, who are also in search of 
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substantial on both sides 


a profit, and who for this reason are his 
depositors and borrowers. In its essen- 
tials, commercial banking is similar, 
whether the transaction consists of 
making a hundred-dollar barnyard 
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Many of the New York banks can be recognized in this unusually fine view of the financial district 


loan to a farmer or extending an 
eight-figure term credit to a national 
corporation. 

As business men dealing with busi- 
ness men, bankers think in much the 


same terms and have much the same 
outlook from one coast to the other. 
And it is characteristic of mankind that 
nothing else can be satisfactorily sub- 
stituted for the personal relationship 


Fairchild Aerial Surveys, Inc. 


in any type of dealings. Anything in- 
volving so delicate a balance of prin- 
ciples and judgment as banking could 
not stand without the personal ele- 
ment. From no conceivable statistical 
index can the city banker obtain as 
quick and as unmistakable a word of 
what the industries and agriculture of 
any region are doing as he can by talk- 
ing over local conditions with a score 
of his longtime correspondents. And 
from no consulting service that he 
might subscribe to could the country 
banker get the sound counsel that he 
can get on dozens of vital subjects by 
calling his city bank by long distance 
telephone-or running in for a personal 
visit. 

City bankers accept as their responsi- 
bility doing anything to smooth the 
way for their country correspondent. 
At the one extreme, it may involve 
such normal tasks as handling his 
problems in foreign financing, making 
his collections, and buying or selling 
stocks and bonds for his customers 


Broad Street 


Scene looking up Broad Street. At the right 
is Manufacturers Trust Company at No. 55. 
The new location of the Public National Bank 
& Trust Company will be at No. 37, which is 
the building with flag poles at the right just 
before the bend in the street. 

The terraced building on the left, at the bend, 
houses the Continental Bank & Trust Com- 
pany at No. 30, next to which is the New York 
branch of the Brooklyn Trust Company at 
No. 26. The short building beyond is the New 
York Stock Exchange, and still further down 
the street is the home of the Bankers Trust 
Company with its pyramid-shaped tower. 
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through New York brokers. At the 
other extreme, it may be a need to bail 
his college-age son out of a suburban 
court on a speeding charge, or even, as 
actually occurred in one New York 
bank a few weeks ago, to write a 15- 
minute speech for his wife to deliver 
to the Women’s Club on ““Who’s Who 
in South America!’ On routine bank- 
ing tasks, the city bank man may earn 
revenue. On personal jobs, he is con- 
tent with a “thank you” message from 
his friend in the country. 

In its best sense, the correspondent 
relationship is mutual. Consider the 
past thirty days’ dealings between a 
downtown New York bank and a corre- 
spondent bank in a city of perhaps 
100,000 population, some 500 miles 
away. First significant happening of 
the month was that the country banker 
telephoned to request hurry-up assist- 
ance in working out a complex credit 
situation which he had learned only 
that morning reached into a New York 
organization. Could the city bank 
help him by getting in touch with the 
New York firm either directly or in- 
directly, and sounding out the manage- 
ment’s attitude toward a_ proposal 
which the country bank would like to 
make in behalf of its customer? The 
city banker promised to get to work on 
it right away, made notes of the corre- 
spondent’s problem. It happened that 
the New York company’s principal 
account was handled at this city bank, 
and so only a direct telephone call from 
the officer in charge of this account to 
the company treasurer was needed to 
find out that the country bank’s sug- 
gestion looked good and would be well 
received. 

Three days later the country banker 
called up again, this time to express his 
appreciation for the help which had 
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cleared up one of his troublesome prob- 
lems. Then he inquired, “How would 
your trust department like to be named 
paying agent for a new issue of munici- 
pal bonds from my city? I think I can 
get it for you if you want it.” Assured 
that it would be a welcome and profit- 
able piece of business, he had it laid in 
the city bank’s lap within two weeks. 

Next telephone call came from the 
New York end of the wire. A bank ina 
distant state had requested immediate 
credit information on a concern in the 
other city, and the New York banker 
called his friend and correspondent for 
the lowdown. When this had been dis- 
posed of in a moment’s talk, the coun- 
try banker asked about the market 
position of a municipal bond issue. “‘I 
don’t know much about bonds,” the 
vice-president of the city bank ad- 
mitted, “but we’ve got some men who 
are well-informed. Why don’t you 
write me a letter about that issue, and 
I’ll have our bond people answer it?” 

“Tll do better than that, if you’ll 
let me,” countered the country banker. 
“T’ll send in my portfolio list in today’s 
mail, and I’ll come in there Monday 
and talk it over with your bond men.” 

When he arrived, he was introduced 
to the bond department for a session 
that lasted until luncheon time. At 
noon, in the bank’s dining room, the 
country banker and the vice-president 
who handles his business were joined 
by the new business man who travels 
that state. The travelling representa- 
tive had called upon the country bank 


Nassau Street 


This view of Nassau Street shows the ter- 
raced main office of The Chase National Bank 
at 18 Pine Street, directly behind the classical 
Sub Treasury Building. 


Broadway 


View looking up Broadway with the Central 
Hanover Bank & Trust Company at right fore- 
ground, the main office entrance being behind 
the street light at No. 70. The adjoining 
building houses the Irving Trust Company at 
No. 1 Wall. On the farther corner is the First 
National Bank at No. 2 Wall. In the next 
building, at No. 100 Broadway, is The New 
York Trust Company. Beyond is the Marine 
Midland Trust Company of New York at No. 
120, followed by the Empire Trust Company 
and Barclays Bank. At No. 140 is the Guar- 
anty Trust Company and at No. 176 the 
Title Guaranty & Trust Company. 

On the left side of the street, not visible in 
the picture, are the Trust Company of North 
America at No. 115, the Lawyers Trust Com- 
pany at No. 135, the Fulton Trust Company 
at No. 149, and at No. 165 the Chemical Bank 
and Trust Company. 


ten days earlier, and they now laid 
before the vice-president some plans 
they had discussed for a term loan 
from a local industry, totaling three 
times the legal limit of the country 
bank. That brought another vice- 
president into the discussion after they 
adjourned to the officers’ platform, and 
crystallized within the week into an 
interview with the president of the 
manufacturing company. The loan is 
not yet a deal, but it looks about ready 
to close. 

These were merely the highlights of 
the relationship during the month. 
Routine transactions occurred continu- 
ously. The country bank’s balance 
fluctuated between $100,000 and $250,- 
000, with its deposits, its sales of New 

See NEW YORK BANKS—Page 33 
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By HEN RY D. RALPH, Washington Correspondent 


President’s Emergency 
Powers Over Banking 


The President’s proclamation of un- 
limited national emergency gives him 
wide powers over banking and finance, 
but as a matter of fact there are few 
important powers on the list which 
have not already been exercised since 
1933. 

The emergency banking act of that 
year could be put into effect again, if 
necessity ever arose, and under this 
authority the President could close 
any or all banks and permit banking 
business to be conducted only under 
license. There is little likelihood, 
however, that there will be any occa- 
sion to do this in the foreseeable 
future. 

Emergency powers to regulate trans- 
actions in foreign exchange and to 
freeze the credits of foreign nations 
have already been widely exercised 
during the past year and a half. The 
President also has power to close any 
stock exchange or suspend trading in 
any security for limited periods. 

The Federal Reserve Board, Treas- 
ury Department, Securities and Ex- 
change Commission, and other Federal 
agencies are working so closely with 
the President and with the banking 
and financial industries which they 
regulate that little, if any, changes in 
methods of operation are anticipated 
as a result of the emergency proclama- 
tion. 

* ¢ Sd 


Continued Bank Aid Asked 
in Mobilizing Plants 


Further requests for bankers to 
induce and assist small manufacturing 
establishments in their communities 
to obtain defense contracts and sub- 
contracts are being made by the 
Defense Contract Service of the Office 
of Production Management. Banks 
have performed a useful service in this 
respect by serving as clearing houses 














President Roosevelt proclaims unlimited national emergency 


of information for their clients, and the 
sub-contracting work is spreading, but 
much more must be done to bring the 
defense production schedule up to the 
desired level. 

Robert L. Mehornay, head of the 
Defense Contract Service, estimates 
that only half of the potential machine 
tools and manufacturing facilities of 
the country are being used in defense 
work. The remainder are chiefly 
in small shops and plants scattered 
throughout the nation. Many pri- 
mary contractors are anxious to farm 
out parts of their work when they can 
locate capable sub-contractors, and 
bankers are asked to continue to work 
with other agencies in their communi- 
ties to locate such small plants and 
assist their owners in getting in touch 
with contractors through the branch 
offices of the Defense Contract Service 
located in each of the Federal Reserve 


banks and branches. The DCS has 
facilities for assisting small companies 
to obtain defense work and to convert 
the plants to these operations, once 
suitable plants are located and sur- 
veyed. 

One device used by some banks for 
this purpose is a nine-minute, sixteen- 
millimeter sound motion picture pre- 
pared by the Office of Production 
Management called ‘“Sub-Contracting 
for Defense.” Banks, chambers of 
commerce, and other organizations 
can obtain copies of this film without 
charge, except transportation costs, 
from any of the thirty-six branch offices 
of the Defense Contract Service, and 
a number of banks have reported 
showing the film to their business 
clients with good results. The picture 
shows methods used in the production 
of typical items of munitions and 
fighting equipment, sub-contracting 
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GANSON PURCELL, new SEC Commissioner succeeding former chairman Jerome N. Frank 


. . « first SEC Commissioner appointed from the staff ranks 


activities in various machine shops, 
assembly of parts produced in widely- 
separated small plants, community 
surveys to locate available equipment 
and skilled labor, and the work of the 
DCS in bringing potential sub-con- 
tractors in touch with big concerns 
overloaded with defense orders. 


7 e 7] 


Special Depositary Bonds 
Issued by Treasury 


A new type of bond solely for the 
use of designated government deposi- 
taries has been issued by the Treasury 
in order to provide such banks with 
securities of a fixed yield which may 
be pledged against government funds 
on deposit. The special series is 
designated 2 per cent Depositary 
Bonds and may be subscribed for at 
par by designated depositaries and 
fiscal agents of the Treasury and by 
no others. They are not negotiable, 
bear interest from the date purchased, 
mature in twelve years, and may be 
redeemed on thirty days’ notice by 
either the Treasury or the holder. 
Banks may not obtain them for any 
purpose except for use as collateral to 
secure deposits of Federal funds. As 
these special bonds will not be subject 
to market fluctuations, depositary 
banks will receive a fixed and uniform 
income as compensation for handling 
government funds. 

The first large-scale financing oper- 
ation since March was completed by 
the Treasury early in June with the 
cash sale of $600,000,000 of 2% per 
cent bonds maturing in 1956-58. At 


the same time it refunded more than 
$800,000,000 of 3144 per cent bonds 
maturing in August, exchanging them 
for the new series and for 34 per cent 
notes maturing March 15, 1943. Some- 
thing in excess of $6,000,000,000 must 
be raised by the Treasury during the 
present fiscal year, but sales of defense 
bonds are counted on to bring in at 
least $5,000,000,000 of this. 


S ° ° 


Staff Member Appointed 
New SEC Commissioner 


Appointment of Ganson Purcell, 
director of the trading and exchange 
division of the Securities and Exchange 
Commission, as an SEC Commissioner 
succeeding former chairman Jerome N. 
Frank, marks the first time that a 
member of the commission’s staff has 
been elevated to the post of commis- 
sioner. 

Mr. Purcell, who has been identified 
with the commission since 1934, shortly 
after it was established, was born in 
San Gabriel, California, in 1905 and 
received his education at Harvard Law 
School. He specialized in legislation 
concerning finance as assistant legis- 
lative counsel to the Senate, to which 
position he was appointed in 1930. 
The new commissioner during his 
service with the Senate helped in 
drawing up the Securities Act of 
1933 and the Securities and Ex- 
change Act. 

He was appointed to the staff of the 
general counsel of the commission as 
an attorney in 1934, was named 
assistant director of the trading and 


exchange division in 1936, and chief of 
the division in 1937. 

Mr. Purcell directed negotiations 
between the SEC and the New York 
Stock Exchange and the New York 
Curb Exchange which resulted in the 
adoption of new administrative rules 
and practices for the two exchanges in 
the interest of better investor protec- 
tion. Also, since its enactment, he 
has administered the Maloney Act for 
the regulation of over-the-counter mar- 
kets. He has been engaged recently 
in negotiating with the securities indus- 
try on proposed amendments to the 
various securities acts, as chairman of 
the SEC committee for this purpose. 


Sd ° 


Treasury’s Survey of Taxable 
Security Holdings 


Federal securities subject to Federal 
income taxes now total $4,049,000,000, 
or approximately 9.4 per cent of all 
outstanding Federal issues, it was dis- 
closed in a survey which has just been 
completed by the Treasury Depart- 
ment designed to aid in conducting the 
defense financing program with the 
greatest facility. 

Information compiled by the Treas- 
ury, based on answers to question- 
naires sent out by Secretary Henry 
Morgenthau on March 29, show that 
$5,590,000,000, or more than 13 per 
cent of all United States issues are 
wholly exempt from Federal income 
taxes, while securities partially exempt 
from income taxation total $33,304,- 
000,000 or more than 77.5 per cent. 

Commercial banks hold $17,596,- 
000,000 of the $42,943,000,000 total 
outstanding Federal securities, while 
$3,295,000,000 is held by mutual 
savings banks. Commercial bank 
holdings are divided into $2,196,000,- 
000 of securities wholly exempt from 
income taxes, $13,138,000,000 partially 
exempt, and $2,262,000,000 subject to 
taxes. Mutual savings bank holdings 
consist of $159,000,000 wholly exempt, 
$2,650,000,000 partially exempt, and 
$486,000,000 subject to taxation. 

While the reported data does not 
cover all of the commercial and savings 
banks and insurance companies in the 
country, the Treasury explained, they 
do cover institutions that account for 
about 95 per cent of the amount of 
United States Government and Govern- 
ment-guaranteed securities held by 
all banks and insurance companies. 


° * 


Two New Projects to Aid 
Small Business 


Bankers will be interested in the 
progress of two projects recently 
launched by the special Senate com- 
mittee appointed to study the prob- 
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lems of small business. One is a bill 
sponsored by the committee and known 
as the Federal reports act, intended to 
simplify and reduce the number of 
reports and questionnaires which banks 
ind other business establishments are 
asked to make out and return to vari- 
ous Federal Government agencies. 
The other is a study, to be made by a 
sub-committee, of the problems of 
small business risk capital and banking 
‘redit. 

The new Federal reports bill grows 
jut of complaints of many business 
establishments that they are over- 
burdened with reports and requests for 
nformation, many of them duplica- 
tions. Senator James E. Murray of 
Viontana, chairman of the committee, 
said that in its study of this small busi- 
ness problem the committee found 
that there was unanimous agreement 
on the part of government agencies 
and the President that legislative ac- 
tion should be taken to simplify and 
eliminate these excessive burdens on 
business enterprises. This problem 
was tackled several years ago by the 
Central Statistical Board which at- 
tempted to have Federal agencies 
make their requests for information 
uniform, and to supplement rather 
than duplicate data obtained by other 
agencies. The board, however, lacks 
authority to do more than suggest, 
and little progress has been made. 
The pending bill would direct the 
Bureau of the Budget to make a survey 
of all information requests made to 
business firms and give it authority to 
consolidate them, prevent the issuance 
of unnecessary questionnaires, and 
eliminate duplication and overlapping. 
In drafting the legislation the com- 
mittee made use of a survey prepared 
by the Federal Deposit Insurance 
Corporation on duplication of exami- 
nations and report forms of commer- 
cial hanks. 

The study of small business credit 
and capital problems will be made by 
a sub-committee composed of Senators 
James M. Mead of New York, chair- 
man, Tom Stewart of Tennessee, and 
Robert A. Taft of Ohio. The sub- 
committee has not yet perfected plans 
for its study, but it will make use of 
the many reports on this subject which 
have been made by various agencies 
during recent years. Quite a library of 
information on small business financ- 
ing has been assembled through studies 
made by several Congressional com- 
mittees, the Temporary National Eco- 
nomic Committee, Securities and Ex- 
change Commission, Federal Reserve 
Board, Department of Commerce, and 
several non-governmental agencies. 
Senator Mead has long been interested 
in the problem and is the author of 
several bills to provide government 
aid for institutions extending capital 
credit to small business organizations. 
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SENATOR JAMES E. MURRAY, chairman, Senate committee studying problems of small business 


. announces bill to reduce number of government reports 


Changes in Comptroller of 
Currency Staff 


Four important changes have been 
made in the staff of the office of 
Comptroller of the Currency, due to 
retirements on account of age. 

Deputy Comptroller Eugene H. 
Gough has retired after thirty years of 
service with the office, and has been 
succeeded by Robert B. McCandless. 
Mr. Gough was appointed a national 
bank examiner from Booneville, Ind., 
in 1910 and two years later was as- 
signed to the Comptroller’s office in 
Washington where he has been ever 
since, serving as Deputy Comptroller 
for the past fourteen years. He reached 
the mandatory retirement age of sixty- 
five two years ago, but his retirement 
was twice postponed by special order. 
The new Deputy, Mr. McCandless, 
was named in 1924 from South Dakota 
as a receiver for insolvent national 
banks. * He served in that capacity 
until 1932 when he became a member 
of the Division of Insolvent National 
Banks in Washington, being promoted 
in 1938 to head this division as Chief 
Supervising Receiver. 

Three district Chief National Bank 
Examiners have also retired this month. 
In the First Federal Reserve District, 
with headquarters in Boston, Mass., 
Frank W. Krippel succeeds Luther K. 


Roberts. Mr. Krippel, a native of 
Illinois, was appointed an assistant 
national bank examiner in 1920, and 
was commissioned an examiner in 1931. 
For two years he was detailed to the 
Reconstruction Finance Corporation 
and after that served in the Reorgani- 
zation Division of the Comptroller’s 
office. 

In the Sixth District, with head- 
quarters at Atlanta, Ga., F. D. Wil- 
liams is being succeeded by Reed 
Dolan as Chief National Bank Exam- 
iner. Mr. Dolan, a native of Kentucky, 
was appointed an assistant national 
bank examiner in 1925, was commis- 
sioned a national bank examiner in 
1930, and since 1934 has been an 
assistant chief national bank examiner 
in the Washington office. 

In the Eleventh District, with head- 
quarters in Dallas, Tex., Walter A. 
Sandlin has been named Chief National 
Bank Examiner to succeed Richard H. 
Collier. Mr. Sandlin, a native of 
Texas, served as Deputy Bank Com- 
missioner for the State of Texas and 
was appointed a national bank exam- 
iner in 1930. He served continuously 
since that time as an examiner in the 
Eleventh District, except for a period 
when he was detailed to the Recon- 
struction Finance Corporation and 
later to the Federal Deposit Insurance 
Corporation. 
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T the moment, the wage earner 
A has ample income so that he 
needs no artificial stimulation to 
buy things, especially durable goods 
like automobiles, refrigerators, and 
washing machines. The nation’s fac- 
tories do not need additional demand 
for their products. The duration of 
defense-created prosperity is uncer- 
tain, and the only certain prophecy for 
the financial future is that eventually 
there must come a post-war depression 
which may make the little catastrophe 
of 1929 seem innocuous. 

In brief, this is the perfect moment 
for lopping off the abuses which have 
developed upon consumer credit, and 
for restoring it to sound health thereby. 
Moreover, by whatever extent the 
consumer demand for goods is de- 
creased now, the prospects for a war- 
time inflation are reduced. The indi- 
vidual discouraged from his natural 
tendency to overspend right now, when 
the money is jammed tight in his 
weekly pay envelope, is just so much 
more likely to invest his surplus in De- 
fense Savings Bonds—which is all to 
the good for him, and also for the nation. 

There has been an amount of talk 
along these lines emanating from 
Washington. In its general tenor, this 
movement is for the benefit of every- 
body, not only in the long run but also 
right now. But there are some aspects 
of the subject which deserve careful 
consideration of all factors bearing 
upon it, rather than hasty decisions 
which might be less than completely 
sound. 

Because the importance of this sub- 
ject is fully appreciated among bankers 
who are working with consumer credit, 
the Consumer Credit Council of the 
American Bankers Association —con- 
sisting of eleven bankers representing 
all geographical areas of the United 
States—has recently developed a set 
of policies, practices and procedures. 
The purpose has been to arrive at 
standards which would be useful to the 
nation, and which would at the same 
time make for sounder finances for 
borrower and lender alike. A schedule 


of recommended practices regarding 
down payment requirements and maxi- 
mum terms is reproduced on the ad- 
joining page. 
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New Standards for 


(CONSUMER CREDIT 


By 
JOHN BURGESS 


Vice-president, Northwestern National Bank & Trust Company, 
Minneapolis, Minnesota 


Contraction of consumer credit is being proposed as 


a means of curbing the demand for goods conflicting 


with the defense program, and to prevent inflation. 


This timely article discusses merits and practical 
difficulties of such a step, and what the banks can 


voluntarily do toward setting up sounder standards 


The Council has also written and 
approved a preamble and a consumer 
credit creed which, along with the 
statement of recommended standards 
of practice for banks in the consumer 
credit field, have been distributed to 
A. B. A. member banks. Basically, the 
preamble recognizes the advisability 
of restricting terms, increasing down 
payment requirements, and getting rid 
of unsound practices. But the entire 
recommendation is tempered with the 
knowledge that consumer credit is not 
a problem or an activity that can be 
controlled by restricting any single 
group of agencies participating in such 
financing. 


ONSUMER credit is extended by 

agencies both governmental and pri- 
vate, both licensed and unlicensed, 
both controlled and uncontrolled. An 
excellent example of the complexities 
of the field may be seen in the govern- 
ment itself. The Federal Reserve 
Board and the Office of Production 
Activities and Civilian Supplies are 
currently urging contraction of con- 
sumer credit terms. Simultaneously, 
the Federal Housing Administration is 
proposing more liberal terms on mod- 
ernization loans. 

It is apparent, therefore, that in 
this field some method of applying 
correlated standards to all source 
of consumer credit is advisable. Volun- 
tary control of consumer credit by any 





single lending group such as commer- 
cial banks could hardly pretend to be 
effective. 

Consider John Smith, employed in a 
defense plant at wages which two 
years ago he never dared hope to earn 
again. Smith wants to buy a lot of 
things he has long desired —automo- 
bile, household utilities, anything you 








DON’TS 


on consumer credit financing, 
which the Northwestern Na- 
tional Bank & Trust Company 
has long used as its own set of 
principles in the operation of its 
installment loan department: 


1. Do not urge people to go into 
debt. 


2. Do not urge people to re- 
finance or increase their 
loans. 


3. Do not tell people it is easy to 
pay the money back. 


4. Neither deceive the borrower 
about rates, nor apologize for 
them. 


5. Do not make a loan on the 
strength of the guaranty, the 
collateral, or the co-maker. 


6. Do not make a loan for an ill- 
advised or foolish purpose. 
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TERMS FOR TIME SALES FINANCING 


recommended by the Consumer Credit Council of the American Bankers Association 
and issued by the Consumer Credit Department, under the direction of Walter B. French 


DOWN-PAYMENT TERMS 





DOWN-PAYMENT TERMS 
A. Transportation 





(No. Months) (No. Months) 

New Used New Used 2. Gas and Electric Stoves...... 15%—minimum $15 24 

Se MOE. Ss os oka as 334% 40 % 12 #12 3. Stokers and Oil Burners...... 15% : 24 

ree rere er 334% 18 4. Air-Conditioning............ 15% 24 

Used (not over 3 years)..... 3344% 18 5. Washing Machines........... 20%—minimum $10 12 

Other Weed. .... 2 essen. 40 % 12 Gt ce hk RES 20%—minimum $10 12 

B. Wbegetee wo... ee scevevietes 33144% 12 I Bis oki weccnt.cer 20%—minimum $10 12 

4. Motorcycles................334% 40 % 12 12 8. Sewing Machines............ 20%—minimum $10 12 

5. Pleasure Craft (motor boats). .33144% 12 9. Other Electric Appliances. .... 20%—minimum $10 12 
6. Trailer (house)....-......... 334% 40 % 12 «12 

D. Household Equipment and Furniture 

B. Auto Accessories.....................-.- 10 & 12 Ge IR cit ic bot ech oeann an 20%—minimum $10 12 

Di GINS hii0.5. <8 icin sche eis 20% 12 

C. Household Appliances a ins b50 oes kad sna eh 20% 24 

ee. eee ae 15%—minimum $15 24 Oi II Gs. 5 oss nie a hig oe 20% 15 
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This schedule, plus a statement of desirable consumer credit principles, has been sent to A. B. A. member banks 


care to list of the sort that generates 
consumer credit. But he has no cash, 
for it has all been going to pay off his 
debts from the years of slack employ- 
ment, or to make up the deficiencies of 
wardrobe and other supplies which ran 
down while his pay envelope was thin. 

Smith goes to the bank for a loan, 
and is turned down because he lacks 





MR. BURGESS 


.. . this is the perfect moment for lopping 
off consumer credit abuses 


the required down payment, because 
he cannot reasonably hope to meet the 
installment payments in the number 
of months stipulated by the bank’s 
standard terms, or for any other sound 
reason. This is in the national interest, 
saves the bank subsequent grief, and 
keeps John out of hot water. Or does 
it? 

Definitely it accomplishes nothing 
except to protect the bank against a 
possible repossession, and to earn the 
bank a palpable amount of ill will, 
especially if John Smith can accom- 
plish the same result by going elsewhere 
or dressing up his deal otherwise. Sup- 
pose that first he goes to the personal 
loan office across the street and borrows 
the down payment, promising to repay 
from his wages. Now he comes to our 
bank’s consumer credit department, 
fails to tell us about the money he has 
just borrowed, but does show us he can 
make the down payment. Or, he gets 
installment credit direct from the 
dealer, or from a finance company, 
both of these able to borrow from us 
on open lines. Or, he saves up the 
down payment by letting his bills run, 
then borrows to consolidate his in- 
debtedness, incidentally increasing his 
monthly obligations to a size just as 
great as they would have been had we 
loaned him the entire purchase price in 
the first place. 

In short, the desired results of con- 
trolling the inflationary influence of 


consumer credit under current condi- 
tions can be attained only through 
controlling all sources of consumer 
credit, both private and governmental, 
so that the standards will be approxi- 
mately identical throughout. Such 
control would necessarily limit per- 
sonal cash loans, deficit financing, and 
merchandise credits, as well as what is 
ordinarily referred to as consumer 
credit. 


"THE consumer credit creed adopted 

by the Council recognizes that con- 
sumer credit is a reasonable function 
for banks, and part of their sound 
service to their communities. It recog- 
nizes that a bank’s duty is rather to 
help people get out of debt than go into 
debt, to emphasize the dangers of un- 
wise debt or of a state of perpetual 
debt; also that its advertising and 
other solicitation of consumer credit 
must be based upon restrained, truth- 
ful representations. Likewise, that 
bank charges must be based upon 
actual knowledge of costs and hazards 
of the credit, and that neither directly 
nor through others should a bank en- 
courage unfair practices in consumer 
credit. 

In our own bank we have long 
operated our installment loan depart- 
ment upon a set of principles which 
have been evolved during our years of 
experience with this type of loaning, 
We have phrased them one by one an¢ 
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listed them as our basic management 
considerations of sound operation in 
the field of consumer credit. By apply- 
ing these principles to the specific cases 
which arise daily in the installment 
loan department, we believe we achieve 
a better experience than would other- 
wise be probable. 

Because our principles are used in 
place of a rule book, we have phrased 
them as “‘thou shalt nots,” all in the 
form of restraints upon ourselves, the 
lender. They are: 

1. Do not urge people to go into 
debt. 

2. Do not urge people to refinance 
or increase their loans. 

3. Do not tell people it is easy to 
pay the money back. 

4. Neither deceive the borrower 
about time-loan rates, nor apologize for 
them. 

5. Do not make a loan on the 
strength of the guaranty, the collateral, 
or the co-maker. 

6. Do not make a loan for an ill- 
advised or foolish purpose. 

To observe these principles scrupu- 
lously, the lender must exercise a good 
deal of self restraint. Any advertising 
man can write a much more compelling 
piece of copy, for instance, if he is not 
held back by the first three principles. 
The largest number of loan applica- 
tions could doubtless be drummed up 
by advertising: “If you want some- 
thing you can’t pay for, let us help you 
get it now. Even if you owe money, 
we will loan you still more. Buy now, 
and pay it back in easy installments 
that you will never feel.” 
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But the eternal truth is all against 
that type of appeal. The truth re- 
mains that if you want something you 
cannot pay for, you will under condi- 
tions of price stability, be distinctly 
better off if you can postpone buying it 
until you have saved up enough money 
to pay cash. If you already owe money, 
you had best concentrate on paying 
your debts instead of running up 
further obligations. And, if you are 
operating on so thin a margin that you 
have to borrow money to buy some- 
thing you need now, no future install- 
ment will be easy and every installment 
that you pay will feel like the dentist’s 
drill on a tooth. 


"THE thread that runs through all of 

our installment credit advertising is 
that this institution makes loans for 
useful purposes to people of good credit 
standing. The implication is that if 
John Smith is determined to buy some- 
thing he cannot pay for from his own 
resources, he can get what it takes by 
coming to us and showing us proof that 
he is honest and able to pay. 

A major effect, in terms of credit 
results, is that while we undoubtedly 
bring in fewer people eager to borrow, 
and make fewer loans than we could 
if we were a little more relaxed in our 
ideas of what constitutes a sound loan, 
we have a much more satisfactory col- 
lection experience. A while ago we 
summarized our figures on installment 
loan results achieved. At that time, 
we had made 34,720 such loans, total- 
ing $13,106,057. Of these, we had 
charged off 82 loans, total loss $9,270. 


If you like your credit losses served up 
in percentages, this figures out to a loss 
of 7/100 of one per cent. 

The great bulk of credit applications 
received in our installment loan de- 
partment is granted or turned down in 
the department on obvious merits. As 
the senior officer in charge of consumer 
credit operations, I get a steady trickle 
of borderline cases to decide. Let’s 
look at a handful of these cases that 
have passed through my hands in the 
past few days —I think this is the best 
way to show how we apply our 
principles. 

Here is William Jones, referred to 
my desk because he is attempting a 
loan increase. He has already paid up 
more than 50 per cent of what he 
borrowed to add a room to his low-cost 
suburban home. Now he wants $200 
for digging a well and installing a 
pump. When I ask whether he could 
not better wait until he clears up his 
other loan this autumn, he explains his 
shallow well has run dry, and going to 
the neighbor’s for water is beyond his 
wife’s strength. He gets the loan, 
although it raises his fixed obligations 
a little above the ultra-conservative 
level. 

Here is Jack Brown, a young mar- 
ried man, on a very small salary. He 
has painfully saved up $400, is intent 
on buying a shiny new roadster that 
costs above his ability to pay, short of 
a miracle or a major increase in income. 
With complete insurance, including 
collision coverage, the loan is safe 
enough for the bank. We should 

See CONSUMER CREDIT—Page 35 


. observing its own restrictions, the department has made 34,720 loans, has charged off only 82 of them 


Installment loan department, Northwestern National Bank & Trust Company 




















THE BURROUGHS CLEARING HOUSE—dJuly, 1941 


The CLEARING HOUSE of PICTURES 








ALFRED H. WILLIAMS, JOHN S. SINCLAIR... On July 1, Alfred H. 
Williams assumed his new duties as president of the Federal Reserve Bank of Phila- 
delphia, having been appointed to succeed John S. Sinclair for the unexpired term 
ending March 1, 1946. Mr. Sinclair had resigned, effective June 30, to become a 
vice-president of the New York Life Insurance Company. Mr. Williams, prior to 
his new appointment, was Dean of the Wharton School of Finance and Commerce. 












































W.S. McLARIN, Jr. ...Mr. McLarin is the new president of the Federal 
Reserve Bank of Atlanta, Georgia, having been promoted from first vice-president 
to succeed the late Robert S. Parker. Mr. McLarin was with the Federal Reserve 
Bank from 1916 to 1932, with the exception of a period 
of army service during the World War. For an interval 
after 1932, he was district manager of the Reconstruction 
Finance Corporation. Rejoining the Federal Reserve 
Bank, he became vice-president in 1937 and first vice- 
president in 1939. 


E. F. GOSSETT ... First vice-president of the 
South Texas Commercial Bank in Houston for the past 
14 years, Mr. Gossett recently was elevated to the presi- 
dency, succeeding the late S. M. McAshan. Mr. Gossett 
began his banking career in 1903 with the Gulf National 
Bank of Beaumont, and has had 38 years of continuous 
banking experience in Texas. 


JOHN B. JESSUP...Mr. Jessup is the new 
president of the Equitable Trust Company of Wilming- 
ton, Delaware. He succeeds C. Douglass Buck who has 
become chairman of the board, while Otho Nowland who 
has been board chairman for fourteen years is now 
honorary chairman. 


WILLIAM M. MOUNGER... Although he is just 
turning forty, William M. Mounger has been elected 
president of Mississippi’s largest bank, the Deposit 
Guaranty Bank & Trust Company, Jackson, filling the 


office held for sixteen years by the late Major George L. 
Donald. 


NUGENT FALLON... Mr. Fallon is the new 
president of the Federal Home Loan Bank of New York, 
succeeding George L. Bliss who several months ago, 
became president of the $37,000,000 Railroad Federal 
Savings and Loan Association of New York. Mr. Fallon 
previously was general manager of the Federal Savings 
and Loan Insurance Corporation. 


ALFRED H. WILLIAMS 





JOHN S. SINCLAIR 








W. S. McLARIN, Jr. 


JOHN B. JESSUP WILLIAM M. MOUNGER 


NUGENT FALLON 
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OT the least of the problems of 
importance to trust executives 
today is the need for obtaining 

better trust records and reports. We 
sensed that fact some months ago 
when we turned our eyes upon our own 
set-up, and became increasingly im- 
pressed with the possibilities for im- 
provement as we checked into the 
question. 

What we found out then and what 
we were able to do about it will, we 
believe, be of interest to other trust 
men. It is with the thought of passing 
on this experience of ours, as well as of 
answering in greater detail the many 
requests for information we have re- 
ceived from those who learned in one 
way or another about our new system, 
and not with the thought that what 
we have developed is the last word in 
trust accounting, that we are writing 
this article. 

The new operation went into effect 
in September, 1939, headed by our 
chief clerk, D. W. Church, who was 
largely responsible for its development. 
It functioned smoott ly from the outset, 
and at once began giving us the ad- 
vantages that we expected from it. 
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Obtaining Better 
‘Trust Recorps 


By 


A. L. LATHROP 


Vice-president, Union Bank & Trust Co., 
Los Angeles, California 


The bank has frequently had requests for details on 


the plan here described. 


it has consolidated work, 


reduced costs, and provided better auditing control 


With it we are able to supply bene- 
ficiaries with statements that are easily 
understood, and to furnish such state- 
ments instantly at any time. We are 
able to supply more satisfactory re- 
ports to the courts. We are able to 
prepare Federal and State income tax 
reports with far less effort. And now 
we have an operation which, in spite 
of the fact that it supplies us with bet- 
ter records and more easily obtainable 
information for reports, represents a 
reduction in the number of machines 
used and in operating hours of work. 

This result was obtained by doing 


two things. (1) We completely rede- 
signed and correlated all of the forms 
used in the operation. (2) We so 
geared the work of the entire account- 
ing system that it flowed in a steady 
stream to the machines. 

In designing our new cash ledger 
form, for example, we combined the 
three factors, income cash, principal 
cash, and investment control, in one 
form. This new form thus gives us a 
comprehensive picture of the whole of 
any account. Statements, of which the 
cash ledger is a carbon copy, are made 
in multiple copies as required and are 
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The bank obtained better reports at reduced cost by: (1) completely redesigning and correlating all forms fed in 
The asset ledger cards have been designed to eliminate the need for 
additional records for income — and other purposes In handling cash disbursements, the check, auditor’s register copy, and journal § check 
ff i} 
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TAYLOR CO. 5000 @ 104,763 5,000.00 5,236.15 5,000.00} 5,238.15 CALIFORNIA BANK MAR. 7, 1941 30.00 20 
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Chief Clerk D. W. Church and Vice-President A. L. Lathrop examine report 


The plan has been heartily approved by trust examiners 


always ready for delivery at a mo- 
ment’s notice. This eliminates a 
separate auditing of each individual 
statement, as the ledger copy becomes 
the permanent audited record. A con- 
tinuous journal is prepared behind the 
ledger and statement to supply proof 
of posting to the right account, as well 
as the correct posting of all amounts 
to the proper classifications. This 
form enables us to have the daily cash 
position of each trust at the end of each 
day, which was not possible under our 
old system without making an addi- 
tional posting of all cash-items. 


We come next to the asset ledger. 
This is divided into the following 
classifications: Bonds, Stocks, Real 
Estate, Real Estate Loans, Other 
Loans, Sundries, and Liabilities. In 
designing these forms we provided 
columns for the par value, the carrying 
value, and the income balance of each 
asset in such a manner that postings 
would be completed in one line of 
writing. This enabled us to eliminate 
the necessity for keeping additional 
records for income tax or other pur- 
poses. 

As a direct result of our new type 
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ledgers, it has been possible for us to 
prepare a form of statement that pro- 
vides both an inventory of investments 
and a cash statement of account. The 
sheets carrying this information are 
placed in a substantial folder furnished 
to beneficiaries that provides for the 
filing of subsequent reports, a feature 
that has been greatly appreciated by 
beneficiaries. 


ig happens that as this is being 

written we are working on our income 
tax returns for the first full year since 
the new plan was installed. It wasn’t 
necessary for us to start this work until 
the first of February and we have pro- 
ceeded practically to the end of it 
without exceptional effort and without 
the necessity for going over the forty- 
hour week. This is possible because it 
is only necessary for us to take the 
accumulated figures from each of the 
asset cards and total them, such as 
adding together the total figures of 
interest received from each of the bond 
asset cards. 

An interesting feature of the asset 
cards is the manner in which the tab 
headings were worked out to put the 
real estate tab in the central position 
on the card. This was done so that the 
real estate card, which is usually the 
one to carry the greatest number of 
postings, may be used on both sides. 
The real estate card also has a feature 
which is not customarily found on trust 
records of real estate. It is so designed 
that accumulative balances may be 
carried of income and expenses. This 
enables the officer in charge of the 
trust to obtain accurate information 
when approving expenditures and dis- 
tributions. 


See BETTER TRUST RECORDS—Page 36 













































































forms fed in the operation; (2) gearing the work so that it flows in a steady stream to the machines 
1 The cash ledger record combines income cash, principal cash, and investment control 
ournal §checks drawn are prepared in one writing in one form. Statements are always ready for delivery 
j H SPECIAL INSTRUCTIONS 
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Court DeEcIsIons... 


Payee can bring suit on note endorsed to bank for collection . . . Court rules on 
responsibility of bank directors ...Is co-signer on note regarded as co-maker 
or surety ?... Collecting bank’s liability for forged signature of check drawee 


Suit on Endorsed Note 


Where the payee of a note endorses 
it to a bank for collection or some other 
purpose and thereafter gets it back 
from the bank, is the payee barred 
from bringing suit on the note because 
it bears his endorsement? In a recent 
Texas case involving such a situation 
it was urged that by endorsing and 
delivering the note to a bank the payee 
gave up his ownership of the note and 
could not thereafter sue on it in his 
own right. 

Deciding in favor of the payee’s 
right to bring suit, the Texas court 
said: 

“The attorneys representing the 
payee got the note from the bank to 
sue on and brought this suit. The 
payments made on the note while in 
the possession of the bank were 
credited to the payee. When the 
plaintiff produces a note payable to 
him, he is presumed to be the owner. 
The production in court of an instru- 
ment sued on is prima facie evidence 
of ownership, although it bears the 
plaintiff’s endorsement. If nothing 
more than the endorsement appears, 
the presumption is that it was trans- 
ferred for collection only.” 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


Holders of notes sometimes hesitate 
to endorse and deliver them to a bank 
for collection because they are fearful 
that in so doing they may lose vital 
legal rights. This Texas decision 
should help to allay such fears. (Felton 
vs. Davenport, 148 Southwestern Re- 
porter, Second Series, 988.) 


a ° 


Duties of Bank Directors 


Most directors of state banks feel 
that they have done pretty well if they 
have faithfully performed their duties 
as prescribed by the controlling statute 
of the particular state. The Supreme 
Court of Oklahoma thinks that isn’t 
nearly enough and said so _ very 
pointedly in a recent case. 

“The provisions of our state statute 


prescribing the duties of bank direc- 
tors,’ says the court, “‘prescribe only 
a minimum of duty and do not, in the 
absence of a provision to that effect, 
reliéve them of their common law 
duties. 

“It is the common law duty of bank 
directors to act in good faith and with 
ordinary care and diligence in conduct- 
ing the affairs of the bank, or with 
such diligence as ordinarily prudent 
men would exercise with reference to 
the conduct of such a moneyed insti- 
tution. They are liable for losses 
which, by the exercise of ordinary care 
in attending to their duties, they could 
have prevented.” 

That mythical “ordinarily prudent 
man’’ seems to be a favorite with 
courts in all states, and it is by this 
theoretical performance that the ac- 
tions of bank directors, trustees and 
others are measured. (Crews vs. 
Garber, 111 Pacific Reporter, Second 
Series, 1080.) 


Sd ¢ * 


Surety or Co-maker? 


Some states still follow the Common 
Law rule that in enforcing a contract 
See COURT DECISIONS—Page 38 
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CANADIAN BANKING 








By JAMES MONTAGNES 


Unemployment Insurance 
Affects Banks 


Bank, trust and mortgage company 
employees earning less than $2,000 a 
year began paying compulsory un- 
employment insurance on July 1, 1941. 
On that date Canada’s Unemployment 
Insurance Act was scheduled to go 
into force, providing insurance for 
more than 2,000,000 of Canada’s 
workers. Benefits will be paid to 
participants who are laid off after 
continuous payments of 180 days or 
30 weeks. 

Canada’s unemployment insurance 
fund is a contributory fund in which 
employee and employer pay about 
equal shares, with the Canadian 
Government paying in 20 per cent of 
the amount paid by both employer 
and employee. Stamps will be used 
to keep tab on how much unemploy- 
ment insurance each employee has, 
the stamps being divided into six 
parts, one for each day of the week, 
and being pasted weekly or daily as 
the case may be, into an individual 
unemployment insurance booklet good 
for one year. The booklet is kept by 
the employer, goes to the employee 
on separation, and may be checked by 
the employee at frequent intervals. 

Full details of the mechanics of the 
operation of the insurance insofar as 
banks are concerned have not yet 
been worked out at this writing. There 
are numerous problems to be ironed 
out, especially in view of the fact that 
practically all Canadian banks and 
financial institutions pay their staffs 
twice a month, and the insurance pay- 
ment plan works on a weekly basis. 
Also complicating the operation is the 
fact that Canadian banks nearly all 
have their own group insurance and 
pension plans for employees on a 
contributory basis. 

It is not expected that the unem- 
ployment insurance act will result in 
any major employee policy changes by 
the banks. It is believed that the act 
will not make any difference in the 
bank policy of hiring employees at an 
early age and keeping them for life if 
the employees give satisfactory service. 
Nor are pension and group insurance 
schemes expected to suffer. 

Canadian bank unemployment is 
very small compared to that of 
Canadian industry generally, 14% per 
cent as against an average of 12% per 
cent in 1939, the latest year for which 
complete figures are available. Cana- 
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These stamps are pasted in employee’s unemployment insurance booklet 


dian banks explained this to a Parlia- 
mentary Committee a year ago, and 
showed that in 1939 Canadian banks 
and employees together would have 
paid into an unemployment insurance 
fund a total of $554,488, while the 
actual number of employees released 
that year who could have received 
benefits under the act numbered but 
270. Further, that they would have 
received in benefits only $18,726, and 
actually received $57,368 from the 
banks. It was estimated, using 1939 
figures, that Canadian bank employees 
would that year have paid fourteen 
times more into the fund than their 
benefits. 


[DESPITE arguments of the banks, 
bank employees come under the Un- 
employment Insurance Act, and will 
contribute to the fund from 12 to 
36 cents weekly depending on salary, 
while the banks will contribute from 
18 to 27 cents weekly for each em- 
ployee earning less than $2,000 a year. 
Unemployment insurance stamps 
will be available at Canadian post 
offices. There will also be metered 
stampings in the insurance booklets 
instead of the gummed stamps for 
those preferring this method, though 
banks are most likely to use the 
gummed stamps since the books will 
be kept at branches, where the number 
of employees ranges from half a 
dozen up. Employers are numbered 
and each employee receives a perma- 
nent unemployment insurance num- 
ber. Each stamp must be canceled 
with the employer’s number and the 
date. Both the employee’s and em- 
ployer’s number must appear on the 
unemployment insurance booklet. 


Housing Activity Reflects 
War Conditions 


During the past fiscal year ending 
March 31, 1941, the Department of 
Finance, through the National Hous- 
ing Act, made 5,302 loans totaling 
$16,000,000 for the financing of 5,427 
family housing units. Total number of 
housing loans made since the NHA 
went into operation numbered 15,361 
with a value of nearly $69,000,000, as 
of March 31. Of the loans made in 
the last fiscal year 35 per cent were 
for housing units of $2,500 and under; 
60 per cent were for houses valued at 
$3,000 or less; 80 per cent for houses 
under $3,500. Virtually all of these 
loans financed homes located in those 
areas where wartime activities have 
greatly increased the need for housing 
accommodation. The average unit 
loan was $2,960. Under wartime 
amendments to the NHA the maxi- 
mum loan for single family dwellings 
is now placed at $4,000. Loans have 
now been approved in 446 cities, 
towns and villages. 

The new government-owned com- 
pany, Wartime Housing Ltd., has 
started operations with the building 
of some 600 single family dwellings 
and a number of dormitory-type staff 
houses in the Niagara Peninsula of 
Ontario. Building is also to be started 
this summer in other industrial areas 
in Ontario and for staff houses and 
225 single family dwellings at Halifax, 
N.S. Wartime Housing Ltd. is under- 
taking housing programs only in 
communities in which surveys show an 
acute shortage of housing owing to 
additional employees required in con- 

See CANADIAN BANKING—Page 37 
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New Booklets 


Life-Protected Mortgages for 
Your Borrowers ... This brochure 
cites how insurance on the life of the 
mortgagor, as an integral feature of 
home purchase plans, helps to build 
good will for the lending institution 
and at the same time provides added 
protection on its mortgage loans. 

Outlined in the brochure is the 
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Service — Maintaining an 
intimate, personalized corre- 
spondent bank service. 


Experience—Oficials with 
years of service in this field, 
assuring a ‘knowledge of re- 
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The booklets listed here are offered 
without charge or obligation. 
Simply address requests on bank 
or company letterhead to: 
The Editor, 
The Burroughs Clearing House, 


Second and Burroughs Avenues, 
Detroit, Michigan 





simple procedure to be followed in 
making application for such insurance. 
Also covered are details of the policy 
issued, method of collecting premiums, 
and how to proceed in the event of the 
mortgagor’s death. [Illustrations in- 
clude a specimen of the mortgagor’s 
policy, an application form and a 
premium rate card. Insurance rates 
are quoted for 5 per cent amortized 
mortgages, per $1,000, over periods 
from ten to twenty-five years. 

For any institution interested in this 
phase of home ownership promotion, 
the foregoing 12-page booklet is a well- 
prepared and condensed source of in- 
formation. 


Suggested Designs for Small 
Homes... The prevailing demand 
today is for small, attractive, sensibly 
planned, low cost homes. Illustrations 
and floor plans of over 20 such houses, 
especially designed for low mainte- 
nance cost, are contained in this inter- 
esting 16-page booklet. The plans can 
easily be adapted by local architects to 
meet specific needs and tastes. 

Desirable construction details and 
specification suggestions at the bottom 
of the pages are helpful guides to sound 
practice in home building. And there 
are hints on how to reduce building 
costs without sacrificing quality or 
essential features. 


Modern Store Fronts—Their 
Influence on Retail Sales... 
Worthy of consideration by every 
banking institution are these actual 
examples of how merchants in widely 
diverse fields have increased their busi- 
ness volume and profits through new 
store fronts. Each of the 40 examples 
cited in the comprehensive 28-page 
brochure states the cost involved and 
quotes the owner as to the results 
received. 

Banks and other lending institutions 
will be interested from the standpoint 
of how such modernizations projects 
can increase the salability or income- 
producing possibilities of the buildings 
they own or operate. The booklet will 
also be of interest to a bank’s business 
customers, and thus is likely to be help- 


ful in stimulating sound modernization 
loans. 


Protection Against Auto Loan 
Losses ... Description of a service 
which safeguards lending institutions 
by disclosing fraudulent practices in 
automobile financing, such as con- 
cealed duplicate borrowing, fictitious 
deals, fake serial and motor numbers. 

This service operates as a central 
registration bureau or clearing house 
for financing institutions of all kinds 
that discount paper or make loans 
where automobiles, trucks, tractors, 
trailers and similar equipment consti- 
tute the collateral back of the notes. 
Subscribers fill out registration cards 
and file them with the bureau. Confi- 
dential reports are immediately issued 
to subscribers whenever the master 
files indicate irregularities. 

The pamphlet outlines the simple 
operation of the plan, its cost to sub- 
scribers, and cites an analysis of typical 
results in a given area over a 13 months 
period. 


Still Timely 


Inventory Financing Through 
Field Warehousing...In non- 
technical language this 16-page book- 
let cites the general types of business 
to which field warehousing is particu- 
larly applicable, and relates how com- 
modity loans can be used to obtain 
larger amounts of working capital at 
reasonable cost. Designed for bankers 
to show to prospective borrowers. 


The High Cost of Cheap Con- 
struction ... A 72-page booklet lit- 
erally crammed with information about 
the right way —and the wrong way — 
to build a house. One section contains 
engineering data which should be 
helpful in making inspections of houses 
in various stages of construction. 


Summer and Fall Vacation 
Trips ... Scores of suggestions for 
vacations, ranging from week-end 
jaunts to extended cruises, are con- 
tained in this 64-page brochure. It will 
help you plan a vacation “‘tailor-made”’ 
to your taste. 


Keeping Up With National De- 
fense ... This booklet emphasizes 
the need for careful organization and 
the elimination of waste, in view of 
increased activity due to the defense 
program. There is a factual explana- 


tion of how modern mailing and post- 
age control methods provide effective 
‘internal defense”’ against unnecessary 
overhead expense. 
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If you still have room for some good loans 
in your Bank's portfolio, you'll find Oppor- 
tunity at your door RIGHT NOW. And 
here’s what he has to say about develop- 
ing more sound loan business: Look for 
substantial marketable inventories in 
your customers’ balance sheets. Help 
them finance these and build larger 
needed inventories. Such inventories con- 
stitute grade-A collateral when hypothe- 


Philadelphia - Kansas City, Mo « St. Louis -* New Orleans 


ANGELES: W. P. Story Bldg + Buffalo + Boston + 
Minneapolis + Dallas » Houston + Denver « Fresno + Portland, Oregon « Seattle *» Spokane « Honolulu 





BIG OPPORTUNITY KNOCKS FOR LOANS 


cated to your Bank with Lawrence Field 
Warehouse Receipts. They enable your 
Bank to increase loan totals and to pro- 
vide your customers with very welcome 
additional working capital. Write today 
to any Lawrence System office (listed at 
the top of this advertisement) for free 
booklets which tell how Lawrence Field 
Warehouse Receipts can help your Bank 
to increase its loans AND ITS PROFITS 
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CANADA 


Branches from Coast to Coast 
and in all larger centres. 
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and correspondents throughout 
the world 
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of Credit, Collection and other 
services to exporters and im- 
porters. Enquiries are Invited. 
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WHERE BANKING BOOMS 


(CONTINUED FROM PAGE 13) 


priately, the spark which touched it 
all off was nothing less than gun- 
powder, a huge powder plant to be 
operated by the du Pont organization. 
Construction is also under way on a 
$14,000,000 bag-loading plant for 
Goodyear Rubber Company operation. 
And just to render the story of 
Charlestown even more fantastic, 
there is talk of more defense projects 
to come! 

The results can be imagined. Em- 
ployment recently hit a high peak of 
22,000 workers. The town’s popula- 
tion jumped almost overnight from 
900 to 4,000. Trailer camps sprang 
up on every available vacant lot, 
there being 17 in all containing an 
estimated 1,000 trailers. Twenty 
coach trains line the railroad sidings 
and furnish daily transportation to 
workmen who reside as far distant as 
Louisville. Ten new bus lines have 
commenced operations. 

As for the First Bank of Charles- 
town, it didn’t simply add to its busi- 
ness —it multiplied! ‘I feel as though 
I’ve been on a skyrocket ride,” was 
the apt description attributed to 
Cashier R. D. Dysert. In 9 months, 
deposits increased from $160,000 to 
$667,000. More than 1,200 new 
accounts have been opened in the 
past 6 months. On pay day peaks, 
customers form a triple line which 
extends through the lobby, down an 
entire block, and sometimes around 
the corner. 


HAT about income? Savings ac- 
counts have vanished inasmuch as 
no interest is paid on time deposits. 
Checking accounts only are carried, 
and from them the bank derives serv- 
ice charge revenue. Construction 


| accounts are charged 7 cents for every 


item handled. Today the bank is 
primarily a depository for funds which 


| are checked out with great rapidity. 


What were the physical changes 
which the bank was forced to make? 
First, more room obviously was needed 
in the lobby, so the cages were moved 
back several feet. A new tile floor 
was installed and venetian blinds re- 
placed the old window shades. Next, 
the management realized they would 
have to handle window lines more 
rapidly, so they installed a_ highly 
efficient signature wheel in place of the 
traditional wooden filing box, and to 
date they have not cashed a forged 
check. They also installed a modern 
bullet-proof barrier and automatic 
cashiers. Formerly a two-man insti- 
tution, it has now grown to include an 
active personnel of four. S. E. Bolly 
is president of the bank, E. B. Long 
is vice-president. 


In writing to advertisers please mention The Burroughs Clearing House 


In Charlestown, it’s gunpowder. In 
Bremerton, Washington, it’s ships. 

Bremerton’s one industry is the 
Puget Sound Navy Yard, and Uncle 
Sam’s urgent haste to modernize units 
of his fleet has raised quickly employ- 
ment at the yard from 4,500 workers 
to around 13,000 at the present time. 

The result has been another typical 
boom town story. People living in 
remodeled garages. Two pupils to a 
seat in the schools during the day, 
double shifts for vocational students 
at night. Ferries from Seattle running 
day and night to accommodate workers 
unable to find living quarters in 
Bremerton. Business houses hard- 
pressed to cope with the sudden 
prosperity. 

Bremerton’s trebled payrolls have 
also had a marked repercussion on the 
town’s four banks. These comprise 
branches of the Seattle-First National 
Bank and The National Bank of 
Commerce of Seattle; a branch of the 
National Bank of Washington, Ta- 
coma; and the independent Bremerton 
Trust & Savings Bank. The latter 
institution, which has operated con- 
tinuously since 1914 in a small corner 
location, has a lobby space only 12 
feet wide and 25 feet deep. So it is 
quite a sight to see from 1,500 to 2,000 
navy yard workers go through the lobby 
within a half-hour period every Thurs- 
day noon to cash their pay checks; 
the result is a “jam” session in a very 
literal sense of the word. ‘‘We have 
handled as many as 2,228 items on 
Thursday pay days,” says R. A. 
Noyes, president of the bank. 

Staggered lunch hours and different 
pay days for the various types of 
workers have been arranged to avoid 
even worse congestion. Approximately 
2,000 workers have issued powers of 
attorney to Bremerton banks, enabling 
the navy yard paymaster to dispatch 
their checks direct to the banks in 
batches, where they are credited to 
the respective accounts. None of the 
banks earn revenues from cashing 
navy yard checks. 

However, the banks report that 
they are deriving added income from 
personal loans, and from mortgage 
loans. Even greater revenue gains are 
expected in the future, since a large 
percentage of the Navy Yard workers 
previously were unemployed and have 
had to clean up old debts before 
assuming new obligations. 

In connection with mortgage loans, 
it is noteworthy that defense boom 
conditions in the smaller communities 
inevitably create emergency housing 
situations that in turn present /per- 
plexing problems to the local financing 
institutions. There is an urgent de- 
mand for an expansion of housing 
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accommodations, which of course must 
be financed either locally or by the 
government. The financing of hous- 
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Bankers who have had Personal Loan 
| Departments in operation long enough 
to gather reliable cost figures, tell us 
that costs vary from $4.00 to $14.00 
per loan . . . and most of this cost is 
COLLECTION EXPENSE. 


The new ‘“Curtisee Mailer’’ collects 
| past due payments at low cost. It is 
a combination notice and _ return 
envelope in a single unit . . . can be 
mailed for 1144¢ postage . . . for 1¢ in 
lots of 200 or more. 


CURTIS 1000 INC. 


| 342 Capitol Ave. 1000 University Ave. 1814 E. 40th St. 
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INCREASE YOUR OFFICE 
EFFICIENCY WITH THESE 
USEFUL G/W ACCESSORIES 


There are many dependable office acces- 
' sories made by Globe-Wernicke that 
speed up business routine and enable 
people to do more work with less effort. 
These economical ‘business helps’’ save 
time and money. 


Consult our local dealer who will be glad 
to recommend Globe-Wernicke products 
for your individual requirements . . . or 
write direct to us for more information. 
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noon and stayed open until 9 o’tlock 
at night. The Federal Reserve Bank 
at Dallas shipped currency to Brown- 
wood so that it reached the bank on 
Saturday morning. At least that was 
the usual procedure, but on one occa- 
sion the bank’s order failed to reach 
Dallas in time and it was necessary 
for the Federal Reserve people to 
send an armored truck the 160 miles 
to Brownwood to deliver the cash in 
time to meet the payrolls! 

The Citizens Bank’s deposits jumped 
from approximately $850,000 just prior 
to the construction boom, to $2,282,233 
on April 1 of this year. To handle 
the increased business, the bank not 
only was forced to work its regular 
employees longer hours but also to 
increase its personnel from nine to 
fourteen. 

“‘We made the mistake of not start- 
ing into this boom by charging a flat 
rate of ten cents per check for handling 
the payrolls,” President Abney as- 
serts. ‘“‘Instead, we handled all checks 
without charge, and in exchange for 
this service we merely had the privilege 
of carrying a lot of extra cash we 
really did not need.” 


UT the boom has not been without 

its compensations for the bank. Safe 
deposit rentals have almost doubled. 
The bank followed its regular pre- 
scribed plan of service charges in force 
prior to the boom, and these charges 
aided somewhat in carrying the extra 
load. 

Present conditions are greatly im- 
proved in comparison with the con- 
struction period, Mr. Abney declares, 
mainly because the Army pays in 
cash. Camp Bowie releases a monthly 
payroll of around $1,250,000. This 
has resulted in the opening of a great 
many new accounts, which carry the 
usual service charges. 

The bank has organized a personal 
loan department, primarily to make 
small, short-term loans to Army per- 
sonnel. This has been a highly desira- 
ble type of business, Mr. Abney states. 
A special loan application form has 
been designed for the service men, 
requiring a minimum of credit infor- 
mation but containing a space for the 
endorsement of a commissioned officer 
and the recommendation of the com- 
manding officer. The application form 
states that credit equaling the appli- 
cant’s monthly salary will be ex- 
tended, repayable’ in six monthly 
installments or less. Those desiring to 
borrow a larger amount, or to elimi- 
nate the officer endorsement and 
recommendation, are required to make 
a more detailed statement of assets 
and liabilities and the bank makes a 
complete credit investigation. 

In at least one instance, a bank has 
been established directly in one of the 
Army camps. Thus soldiers at Fort 


Ord, California, do not find it neces- 
sary to go to Salinas or Monterey to 
find banking facilities. The Monterey 
County Trust & Savings Bank, with 
headquarters in Salinas, has opened a 
thriving branch at the Fort. Business 
has increased steadily, and an original 
personnel consisting of Manager G. H. 
Burnette and two assistants has been 
augmented by two other full-time 
employees, as well as part-time help 
on Saturdays and days on which the 
army personnel receive their pay. 

Our scattered survey of defense 
boom locales winds up at the little 
Florida town of Starke, 40 miles south- 
west of Jacksonville, and at the front 
gate of Camp Blanding. This vast 
military training establishment em- 
braces more than 150,000 acres, has 
quarters to accommodate 60,000 troops 
and during the hectic construction 
period from 5,000 to 21,000 workmen 
were employed to rush it to completion. 

The story of Starke is a dramatic 
story of how 1,500 townspeople in a 
peaceful little agricultural community 
adjusted themselves to meet demands 
suddenly thrust upon them. Sales to 
local merchants rocketed to more than 
1,000 per cent above all-time highs, 
rents trebled, sanitary facilities —in 
fact, virtually all facilities — were sorely 
overtaxed. 

All walks of life and all business felt 
the impact, and no exception was the 
Florida Bank at Starke, the com- 
munity’s only bank. President W. B. 
Sewell points out that its deposits a 
year ago, before Camp Blanding con- 
struction started, were $345,000. On 
April 4 of this year they were slightly 
over $1,000,000, a gain of 190 per 
cent. Before the national defense 
activity came to Starke, the bank had 
850 accounts; today it has over 2,200 
accounts, or a gain of 159 per cent. 

Operating problems created by such 
conditions were not easily met. In- 
stallation of modern time-saving equip- 
ment has helped, but it still has been 
necessary practically to double the 
bank’s regular clerical staff. Now that 
the emergency construction has passed, 
lobby congestions is not a problem 
except on Army pay days, at which 
time the line becomes quite long 
although extra windows are opened. 

It is apparent that the defense boom 
has been no “golden bonanza’”’ for the 
banks most affected. In some cases 
it has meant added operating expense 
without compensating revenue. Banks 
that have been paying interest on 
savings accounts, without a profitable 
outlet for such funds, have found the 
startling deposit increases a liability. 
The rapid expansion of most of the 
defense projects, taking a long-run 
view, makes the problem of credit 
extension a ticklish one. 

Yet this survey of banks in the 
“front line’ of national defense areas 








~~ - ae £2o.| OCU 


74] 


eS- 

to 
rey 
ith 
la 
ess 
nal 


en 
me 
elp 
the 


ise 
tle 
th- 
ynt 
ast 
m- 
las 
ps 





THE BURROUGHS CLEARING HOUSE—July, 1941 33 


reveals how well such institutions 
have met emergency situations that 
often have bordered on chaos. Their 
unstinting service and co-operation 
under trying conditions has reflected 
credit upon all banking institutions 
throughout the country. 


° ¢ Sf 


NEW YORK 
BANKS 


(CONTINUED FROM PAGE 16) 


York drafts, and other activities. A 
sizable shipment of raw material from 
South America to a manufacturer in 
the smaller town was financed through 
the big bank’s foreign department. 
Cash letters cleared daily in both 
directions. The city bank delivered and 
accepted securities for safe-keeping, and 
performed the incidental services of 
collecting coupons and watching bond 
calls, as well as acting as depository for 
public funds on which the country 
bank had to post bonds for security. 
It made assorted collections, including 
some for shipments of garden truck to 
produce dealers, a particularly ticklish 
class of collection because of the 
perishability of the merchandise. 
Money was transferred by wire in 
both directions. 

City bankers and country bankers 
agree that the relationship is genuinely 
mutual, and that the benefits attained 
are approximately equal on both sides. 
As indicated in the instance cited 
above, the two bankers get to know 
each other, and each one comes to de- 
pend upon the other, to look out for his 
interests. They refer business back 
and forth, give credit information, and 
transact all manner of affairs in full 
confidence. 


FOR example, consider commercial 

paper. Little of it is ever offered to 
the countryi banker, and because he is 
kept busy watching credits in his own 
neighborhood he simply does not know 
most of the names on paper available. 
Literally hundreds of out-of-town cor- 
respondents depend upon one New 
York bank to pick up for their account 
any good paper that can be had, up to 
limits agreed upon. The city banker 
buys the paper, holds it for safe-keep- 
ing, collects the money at maturity, 
credits the country bank’s account. 
The country bank never sees its own 
investment, but gets the revenue with- 
out any deductions for handling. 

All manner of credit references are 
checked both ways. The city bank, 
however, can give two specialized 
forms of service that are urgently 
needed by many banks in smaller com- 





munities. One of these is in buying and 
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An NBC Recorded Radio Program 
Planned for Use by BANKS 


Here’s a radio program that captures 
today’s tremendous interest in news— 
especiaily planned for Bank use by the 
National Broadcasting Company Radio- 
Recording Division. It’s a new approach 
to war news—a clear, informed explana- 
tion of developments in terms of geog- 
raphy, climate, resources—a service to 
listeners as well as important informa- 
tion and gripping entertainment. 


Sam Cuff—author, traveler, lecturer 
—explains not only what is happening 
but why. In brilliant and penetrating an- 
alyses, Mr. Cuff takes listeners behind 
the scenes to answer scores of questions 
millions of Americans are asking daily— 
gives basic information not available 
from any other source. 


Already being broadcast in 33 cities 


“The Face of the War—as seen by Sam 


Cuff" is a tested program, now being 
used by many banks to promote per- 
sonal loans, auto finance and other bank- 
ing services. This five-minute, 2-a-week 
series—kept abreast of events by current 
recording—is available in 13- or 26-week 
units at economical cost. Ample time is 


allowed for the bank’s commercial an- 
nouncements. 


Investigate this unique program now. 
Contact your local station—or write: 






dio-Recording Division 


NATIONAL BROADCASTING COMPANY 


A Radio Corporation of America Service 


RCA Bidg., 30 Rockefeller Plaza, New York, N. Y. 








TAKE. A VACATION 


TreliiMiilel?(isilbclitelimcelaal tt 
Now is the time to call in... 


BANK BUILDING & EQUIPMENT CORP, 


OF AMERICA 
ST. LOUIS - CHICAGO - CLEVELAND - DALLAS 














Approved Record for Registering 
U. S. DEFENSE BONDS 
(SERIES E) Write for Samples. 


CADWALLADER & JOHNSON 
223 W. ERIE ST., CHICAGO, ILL. 
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selling stock exchange securities. Many 
bankers in smaller cities and towns 
around the country prefer to deal 
directly with their New York corre- 
spondent in placing orders on behalf of 
their customers involving thousands of 
dollars of valuable securities. When 
the city bank handles the transactions 
for him, the country banker can relax. 
Part of the foreign-department service 
consists essentially of checking credit 
of overseas firms unknown to the out- 
of-town bank and its customer, but as 
well known to the city bank’s foreign- 
trade experts as if they were just 
around the corner. Today, of course, 
an important feature of foreign-depart- 
ment service consists of transmitting 
funds abroad and arranging all the 
documents required in clearing pay- 
ments on export and import shipment 
contracts. 


INCE the advent of FHA mortgages, 

country banks are finding that when 
they buy substantial blocks of these 
mortgages, they need to check on the 
ability of servicing agents elsewhere to 
handle these loans, and upon their 
credit. One New York bank recently 
received an inquiry listing 18 servicing 
agents whose names had been received, 
along with a purchase of $300,000 in 
FHA investments, by an upstate bank. 
If only because of the tremendous 
volume of real estate in the metropoli- 
tan area, country banks throughout 
the United States keep turning up with 
inquiries about New York city or sub- 
urban mortgages that belong either to 
themselves as the result of takeovers 
or to their trust accounts. 

There are all manner of problems on 
which the city bank, with its large 
staff of specialists, can contribute ur- 
gently needed counsel. When a new 
Federal tax law is enacted, the city 
banks are flooded with inquiries on 
specific points. They are, of course, 
unable to give legal adwice, but they 
can tell the other fellows what they 
themselves are doing about these tax 
problems. One of the services that is 
mutually profitable and beneficial to 
both city and country banks comes in 
connection with the preparation of bids 
on local issues of municipal securities, 
where perhaps both participate in the 
deal. 

The routine services are, of course, 
important in maintaining correspond- 
ent connections regardless of personal 
contacts between the officers of the 
banks. Some of these are worth sub- 
stantial amounts to the correspondent. 
For example, safe-keeping of securities 
in New York permits their sale and 
purchase, delivery and receipt, without 
the rather heavy costs of insurance, 
postage, registration fees, and sur- 
charges. The transit service permits 
overnight conversion of New York 
checks into funds, from any point 


In writing to advertisers please mention The Burroughs Clearing House 


accessible by air express or mail, and 
results in greatly speeded realizations 
from checks drawn on all points to 
which the New York bank makes direct 
sendings. The bulk of such costs in- 
curred by the New York banks can be 
washed out against the credits accruing 
to the country banks in the account 
analysis. 

Many of the services might be diffi- 
cult for the country banks to purchase 
at any price. Investment analysis and 
advice constitute a good example. 
Some city banks solicit correspondent 
accounts on the strength of investment- 
counselling service that is available 
gratis, or at small fees, to their banking 
customers. Others shy away from giv- 
ing any more of such advice than is 
absolutely unavoidable, claiming that 
one bit of advice that leads a country 
banker into a $100 loss will change him 
from friend to enemy. Yet even the 
most reluctant of the city banks are 
faced with the necessity of being in- 
vestment guides, counsellors, and 
friends to a considerable percentage of 
their bank customers, and some of 
these institutions do a fee business with 
correspondent banks involving a quar- 
terly review of their portfolios and 
formal submission of consequent rec- 
ommendations. 

At least one New York bank con- 
ducts an annual trust seminar lasting 
several weeks, thereby educating in- 
tensively the trust men of the country 
banks which send them in to take the 
free course. It has been found more 
effective to give mass instruction than 
to give out the same information in 
individual interviews throughout the 
year. The formal course of lessons is 
taught by the bank’s own officers and a 
few outside experts. 

The dollar-and-cents advantage of 
correspondent business to the city 
bank is no longer in earnings .from 
country-bank balances. But there is 
usually a substantial amount of income 
each month from a really active cor- 
respondent account, what with the fees 
for foreign transactions, collections, 
safe-keeping, exchange to non-par 
points and other items. 

In the aggregate, probably almost as 
important is the steady flow of revenue- 
producing business that comes to the 
city bank through the friendship of the 
country banker. Commercial loans 
that exceed his loan limit. Special-type 
loans that he is not completely familiar 
with, and that run into big figures, such 
as term loans, and the various classes of 
defense loans. Corporate trust busi- 
ness that requires a New York address. 
Recommendations to local firms that 
need a New York account, whether for 
branch operations or merely for settle- 
ments in New York exchange. 

The correspondent banking depart- 
ments, or country bank divisions as 
they are more ordinarily termed, are 
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basically new-business departments 
with their divisional heads carrying 
considerably more than conventional 
new-business authority and experience. 
Set-ups of the country bank divisions 
vary according to the ideas of the 
respective bank managements. Prob- 
ably the most popular form of organiza- 
tion in the really big banks is to split 
up the country into territorial units, 
each headed by a vice-president and 
supported by junior officers who spend 
much of their time out in the field. It 
is not unusual to find that the vice- 
president in charge of a territory had 
his early experience as a banker in that 
region, and thus brings to his job a 
long-standing acquaintance with most 
of the potential customers in the terri- 
tory for which he is responsible. In the 
more important centers, such as Chi- 
cago and a few other points, a good 
many New York banks maintain 
offices with resident managers who 
spend four or five days a week on the 
road. A fair guess is that the big New 
York banks keep a total of at least 150 
representatives travelling out of New 
York and out of branch offices on cor- 
respondent bank and corporation ac- 
counts. 

So that throughout a close tie exists 
between the city banks and the country 
banks. This old-time relationship has 
survived great changes and has ad- 
justed itself smoothly. As long as banks 
are operated as they are, it is probable 
that the personal element will retain 
its major importance and that country 
banks and city banks will continue to 
work together in serving business, in- 
dustry, and agriculture. 
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CONSUMER 
CREDIT 


(CONTINUED FROM PAGE 22) 


always have enough margin to permit 
reselling the car and letting us out 
whole when—not if—we have to re- 
possess it. 

When I explain that he simply can- 
not keep up any such payments from 
his salary, he sulkily says he can bor- 
row elsewhere. I urge him not to do so, 
for his own good, but to buy a $900 
car that he can safely handle. He goes 
away to think it over, never comes 
back —meaning, of course, that he 
went through with his original plan. 
Too bad we failed with him. Oh well, 
in the course of any year, we shrink 
down to proper size the over-ambitious 
ideas of many applicants. 

Here comes a couple, the Schmidts, 
who own a small store in an outlaying 
neighborhood. Six months ago we 
loaned them what is for this depart- 


ment a substantial sum, to increase 
their stock and permit them to reach 
out for more business. They have kept 
up their payments, report the store 
progressing to meet their fondest 
hopes. Now they want to buy a used 
grand piano of good make, and need 
$250. 

Offhand, this looks like a wild idea 
for a couple already in debt. They 
explain that their daughter, newly 
graduated from music school, now 
plans to give piano lessons. To attract 
desirable pupils, she needs a grand 
piano —and this one is a bargain. They 
get the loan, on agreeing that their 
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daughter will turn over to them most 
of her earnings to help them pay for 
the instrument, and will eventually 
repay them in full so that the piano 
becomes her property. 

Next on the list is Jim Swenson, who 
has never owned a car, but now has one 
picked out at $400. Jim has only $50 
to pay down, and it is a tribute to his 
personality that the boys in the de- 
partment sent him to me instead of 
turning him down flatly. He has a 
new job, at a defense plant difficult to 
reach by street car from his home. On 
his expected earnings, he thinks he can 
pay off the loan in seven months, 








How about produce business ? 








bd0d) PICTURED HERE is a corner of the Los Angeles Wholesale Terminal 
Market, part of the efficient machinery set up to handle perishables in the 
nation’s second largest produce center. California Bank has two offices in the 
heart of the produce district, close to receivers, shippers, brokers, markets, 
terminals, warehouses. These two offices are manned by specialists in produce 
credits and the handling of produce collections and have up-to-the-minute 
information on current crop conditions in the West available at all times. They 
handle drafts aggregating between ten and twelve million dollars annually, and 
these represent the bulk of the local outgoing, and approximately 60% of the in- 
coming produce drafts. A high percentage of all Los Angeles produce firms bank 
with these two offices. There are definite advantages in these facts for banks in 
produce distributing centers. Additional collection profits as well as valuable new 
contacts for institutions so located can result from a working arrangement with 











California bank « 625 SOUTH SPRING STREET ¢ LOS ANGELES 
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maybe even in less. 

Swenson’s credit record is perfect — 
and includes practically no installment 
experience, which is all in his favor 
from our standpoint. Middle-aged, 
with a sizable family, he fairly exudes 
good character. On his record and his 
need, he gets the loan —90 per cent on 
a four-year-old Ford! Actually, we 
turn down many requests for 25 per 
cent loans on new cars, from people 
lacking this man’s background of re- 
liability and stability. 

When the time comes for a rigid 
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control upon consumer credit in the 
national interest, we shall frankly 
regret the loss of our discretion to upset 
all the rules upon occasion, and take 
what looks like a long-shot chance. In 
practice, we rarely lose a penny on a 
loan which, like this one, violates the 
conventional rules-of-thumb but which 
checks up as satisfactory by our basic 
principles. Where we get burned for 
an occasional loss is on the borrower 
who succumbs to the normal hazards 
of the economic system, or who looked 
so good that we approved the loan 


* ° + 


without digging far beneath the surface. 

Because of our bank’s favorable -ex- 
perience with loans made according to 
our basic principles, we look with con- 
siderable enthusiasm upon the new 
preamble, creed, and standards of 
practice of the A.B.A. Consumer 
Credit Council. Whether or not any 
universal control is imposed upon 
consumer credit, to us it seems clear 
that it will be definitely for the good 
of banking, as well as of the nation, 
when all banks hold themselves to 
some such set of standards. 


BETTER TRUST RECORDS 


(CONTINUED FROM PAGE 25) 


One of the basic economies of our 
operation is the posting ticket. We 
found it possible to design one ticket 
suitable for virtually all transactions. 
The only exceptions are our vault with- 
drawal and vault deposit tickets, and 
the only change in these is the number 
of copies required. 

The posting ticket consists of one 
original and one copy, the original 
being used for posting the cash and 
asset ledgers and the duplicate for 
auditing purposes. It is prepared from 


addressing machine plates which are 
cut on every asset as it is acquired. 
These plates show the trust name, its 
classification, an especially large trust 
number which makes identification 
rapid and easy, and a full description 
of the asset, income and tax status. 
Another innovation in our set-up is 
our method of handling cash disburse- 
ments. The advantage of our method 
is that we write the check, the auditor’s 
register copy, and the journal of checks 
drawn in one writing. The journal, in 
addition to carrying exact copies of the 





Should 


COST se your 


primary consideration in 
purchasing fire insurance? 


F low cost is combined with proper 
security and prompt service—then 


it becomes a major factor. 


We have saved our policyholders a 
total of $2,601,925—and we can save 
money for you. Our 20% dividends 
over a period of years are substantial 


proof of this statement. 
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figures on the check, provides for dis- 
tributing disbursements to their proper 
classifications, such as estates, private 
trusts, agencies, etc. At the close of 
each day’s work it is a simple matter 
for the disbursement clerk to total the 
distribution columns on an adding 
machine. 

The vault control records that we 
developed have created as much in- 
terest for trust executives who have 
seen them as any other single feature 
of our system. These are so designed 
that all copies of records covering 
either the purchase or sale of assets are 
handled in one operation. The vault 
deposit ticket contains a_ sufficient 
number of copies to provide: instruc- 
tions to the broker or correspondent 
bank, the broker’s or correspondent 
bank’s acknowledgment of the in- 
struction, a copy of the instruction for 
our files, the posting ticket of asset 
purchased or received, the trust 
auditor’s copy of the posting ticket, 
the general ledger credit ticket which 
is used in all cases where purchases are 
made through correspondent banks, 
and two final copies which are the 
vault deposit ticket and auditor’s copy 
that accompany the securities to the 
vault. This set-up provides positive 
control of both securities and the cash 
involved in each transaction, keeping 
the auditor definitely informed and 
providing an actual check either for 
him or for trust examiners at any time. 

The vault withdrawal record con- 
tains first the two copies which are the 
vault withdrawal ticket and _ the 
auditor’s copy, the securities trans- 
mittal advice which accompanies the 
security to the bank or broker through 
whom it is being sold, the receipt to be 
returned to the bank’s auditor, the 
posting copy to be retained until the 
cash is received by the cashier when it 
becomes the basis for posting the indi- 
vidual account involved, the trust 
auditor’s copy that is to be matched 
against his copy of the vault with- 
drawal ticket, and the general ledger 
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debit ticket which charges the corre- 
spondent bank through which the 
asset was sold. 

We have already mentioned the fact 
that our plan was developed to provide 
a steady flow of work to the machines. 
This is not entirely an economy phase 
of the program, though it does result 
in economy, but it is the means by 
which the postings covering all trans- 
actions are handled daily and not per- 
mitted to accumulate. 

Even though the work was very 
heavy on December 31st, and again on 
January 2nd and 3rd, for example, all 
of our receipts and disbursements had 
been posted to their respective cash 
ledgers by 4:30 P. M. on those days. 

The best way to summarize what 
we have done, we think, is to point out 
that in the development of our new 
plan we have improved our records, we 
have set up better standards of audit- 
ing control, we have eliminated much 
duplication of work, and have cut our 
operating cost. Further than that we 
have a plan that has won the hearty 
approval of State and Federal trust 
examiners, and we have passed the 
ideas on to some of our correspondent 
banks which have found no difficulty 
in adapting the plan to their smaller 
scale operations. 


o * ° 


CANADIAN 
BANKING 


(CONTINUED FROM PAGE 27) 


nection with munitions work or defense 
projects. The accommodation will be 
temporary in character, built at the 
lowest possible cost consistent with 
proper standards in health and sanita- 
tion, and will be rented to the occu- 
pants. Most of the houses will be of 
the demountable type, built in con- 
venient sections that may be bolted 
together and taken apart cheaply when 
no longer needed. 


* ° ¢ 


Housing Census of Value to 
Real Estate Lenders 


As part of the eighth decennial 
census which took place during June, 
1941, every tenth dwelling in Canada, 
both rural and urban, was surveyed in 
detail. From the information gathered, 
real estate lending institutions will be 
able to obtain a wealth of information 
as to the housing situation throughout 
the Dominion. 

At each tenth dwelling, trained 
census enumerators asked how long 
the present occupants had occupied 





INVESTMENT DOLLARS 
to Agricultural Needs 


| ages AMOUNTS of money gravitate to the cities for investment. Out in the 
country thousands of farmers and their cooperative organizations need 
money to finance their current operations in much the same way as business and 
industry. The Federal intermediate credit banks obtain the money in the cities 
on terms suitable to investors and make it available to farmers through lending 
institutions—commercial banks, agricultural credit corporations, livestock loan 
companies, banks for cooperatives, production credit associations. The intermedi- 
ate credit banks obtain these funds from the sale of consolidated debentures. 


These debentures, in maturities not exceeding 6 months, are acceptable by 
Federal reserve banks as collateral security for 15 day loans to member banks. 


THE FEDERAL INTERMEDIATE CREDIT BANKS 


ST. PAUL, MINN, 
OMAHA, NEB. 
WICHITA, KAN. 


SPRINGFIELD, MASS. 
BALTIMORE, MD. 
COLU MBIA, S. C. 


LOUISVILLE, KY. 
NEW ORLEANS, LA. 
ST. LOUIS, MO. 


HOUSTON, TEX. 
BERKELEY, CAL. 
SPOKANE, WASH. 


Further information regarding the Debentures may be obtained from 


CHARLES R. DUNN, Fiscal Agent 31 Nassau Street, New York, N. Y. 














the residence, the rent paid, whether 
the house was rented furnished or un- 

















By keeping constantly in touch 
with all important developments in Michigan 
business and industry, we are enabled to provide 
banks and bankers throughout the country with an 
extremely broad and helpful correspondent service. 


NATIONAL BANK OF DETROIT 


Complete Banking and Trust Service 
DETROIT, MICHIGAN 
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furnished, garage accommodation, type 
of heating system and type of fuel 
used, bathroom and plumbing facili- 
ties, use of electrical appliances, radio 
and refrigeration. The owner was 
asked the price of the home, its market 
value, mortgage figures, taxation, cost 
of repairs in the past year, number of 
rooms, type of construction, need of 
repairs. There were twenty-nine ques- 
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and Easy Sales. BIG OPPORTUNITY for 
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tions in all on the housing schedule. 

Also of value to real estate lending 
institutions was a 25-question survey 
of idle farms throughout the Do- 
minion. In addition, farmers on culti- 
vated lands were questioned as to 
what they grew, what live stock they 
kept and on their use and ownership 
of power driven machinery. Farmers 
were also asked acreage of their farms, 
the value and mortgage indebtedness. 

* + * 


Alberta Bank Bill Dies 
in Committee 


The Parliamentary Banking and 
Commerce Committee on May 23, 
1941, decided against further con- 
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sideration of the Alberta Bank Bill, 
after law officers had testified they 
believed the bill to be beyond the 
powers of Parliament to enact. The 
bill called for the formation of a 
provincially-owned commercial bank. 
It was the second time the committee 
had turned down the bill, the first 
time being last August. 

a7 e a 


Foreign Exchange Control 
Pamphlet Available 


A pamphlet explaining the oper- 
ations of the Foreign Exchange Con- 
trol Board has been issued by that 
body. Known as Foreign Exchange 
Control Bulletin No. 1, the pamphlet 
contains general information on the 
reasons for Foreign Exchange Control, 
its purposes, its administration, legis- 
lation setting up the FECB, rates of 
exchange, administration as it affects 
residents and non-residents of Canada, 
securities transactions, travel regula- 
tions. Copies of it can be obtained 
from the Foreign Exchange Control 
Board at Ottawa. 
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COURT 
DECISIONS 


(CONTINUED FROM PAGE 26) 


on which there is a guarantor or 
surety, the creditor must first exhaust 
all available legal remedies against the 
original debtor before he can go after 
the guarantor or surety for the money. 
Conceivably, in states following that 
rule, a guarantor or surety on a note 
could not be sued until the holder had 
tried every possible legal method of 
collecting from the maker. 

Two such cases involving co-makers 
on notes recently came before two 
California courts. In each case it was 
contended that the co-signer sued on 
the note was merely a surety and not 
liable as a maker. 

“Most of the points raised by the 
defendant,” said the court in one case, 
“depend upon his contention that since 
he signed the note for the accommoda- 
tion of M, which fact was known to 
the plaintiff, he thereby became a 
surety on the note rather than a co- 
maker thereof and that as surety he 
was released from liability by the 
failure of the plaintiff to collect the 
amount due on the note from M’s 
estate. This contention requires little 
consideration. This was a joint and 
several note and the defendant was an 
accommodation party and accordingly 
liable as one of the makers thereof.” 

(Peoples Finance Co. vs. Moon, 112 
Pacific Reporter, Second Series, 24.) 

Meanwhile the other California 
court with a similar case before it 
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came to a similar conclusion, saying: 

“If a note is signed by two or more 
makers, it will be presumed that they 
are co-makers and liable as such, and 
not as principal and surety. Where 
one signs as principal, he will be held 
as such, even though the creditor 
knew that, as between the one thus 
signing and the principal debtor, the 
former was in fact only a surety.” 
(In re Chamberlain’s Estate, 112 
Pacific Reporter, Second Series, 53.) 

+ * o 


Collecting Bank’s Liability 


Where a collecting bank endorses a 
check to which the drawer’s signature 
has been forged and presents it to the 
drawee bank, which pays it, is the 
collecting bank liable to the drawee 
bank for the money received on the 
forged check? 

It depends, says the Court of 
Appeals of Georgia in a recent case. 

“One of the grounds on which the 
drawee bank could recover from the 
collecting bank,” said the court, “‘is 
that the collecting bank has been 
guilty of negligence which proximately 
contributed to the fraud or misled the 
drawee bank. Such liability would 
rest upon negligence on the part of 
the collecting bank in accepting the 
check under suspicious circumstances 
without inquiry as to its genuineness 
and endorsing it in a manner tending to 
mislead and cause the drawee bank 
to pay it without detecting the forgery. 

“By the overwhelming weight of 
authority the last endorser on a check 
who presents it to the drawee for pay- 
ment makes no warranty to the drawee 
as to the genuineness of the drawer’s 
signature. The drawee bank is in a 
better position to know the genuine- 
ness of its depositor’s signature than 
any other person except one who had 
actual knowledge of the forgery or of 
such convincing circumstances as would 
impute knowledge that the signature 
is forged. An innocent endorser, who 
took the check in the ordinary course 
of business in good faith, should not 
be forced to litigate simply because it 
happened to be the party collecting 
the check from the drawee bank.” 

It should be noted that this decision 
relates to a forgery of the drawer’s 
signature on the check, but not to 
forged endorsements. (Hamilton Na- 
tional Bank vs. Commercial Bank, 14 
Southeastern Reporter, Second Series, 
227.) 
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Protecting ‘‘Rights’’ in Accounts 


*“As a general proposition the rela- 
tion between a bank and its depositor 
is that of debtor and:creditor,”’ re- 
marked the Supreme Court of Texas 
recently. ‘Banks are creatures of the 
law and occupy an important position 
in the business affairs of this country, 


and much latitude is allowed them in 
cashing checks drawn on the accounts 
of their depositors. This is necessarily 
so, in order not to restrict or hamper 
their legitimate operations.” 

But in discussing the responsibility 
of a bank in allowing a mother to draw 
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her minor child, to the bank’s knowl- 
edge, had an interest, the court made 
clear that the bank’s “‘latitude”’ is not 
as broad as it might seem. 

“Banks accept accounts like the 
one in controversy,” continued the 
court, “‘with full knowledge that con- 


out an entire deposit balance in which ditions may arise under the law which 
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will call upon them to exercise their 
judgment to protect the rights of 
persons interested in such accounts. 
In the case before us the bank officials 
had full knowledge of the history of 
the account. They could have re- 
tained the minor’s share of the money 
on deposit, but this they did not do. 

“With full knowledge that the funds 
on deposit belonged in part to the 
minor daughter, the bank knowingly 
permitted the surviving widow, the 
minor’s mother, to check them out 
of the bank and appropriate them to 
her own personal use and benefit. 
Under these facts, we think the bank 
was liable in permitting the funds to 
be so withdrawn and used by the 
mother.” 

From the evidence in the case it 
did not appear that the deposit 
account was in any way “earmarked” 
or identified in favor of the minor. It 
was shown, however, that in other 
ways the bank had acquired “actual 
knowledge”’ of the minor’s interest in 
the account. One of the Justices filed 
a strong dissent from this decision 
against the bank. (Grebe vs. First 
State Bank, 150 Southwestern Re- 
porter, Second Series, 64.) 


° ° + 


Bank Records Win! 


The importance of a bank’s records 
in protecting the bank’s rights and 
interests in litigation was strikingly 
illustrated in a recent Louisiana case. 

There, in a suit on a note held by 
the bank, the maker claimed lack of 
consideration. He testified that the 
note was given by him to the bank 
solely for the purpose of making addi- 
tional funds available to him in case 
he needed them at a certain auction 
sale. He said that he never needed 
the additional credit and never drew 
against it. Hence, according to this 
set of facts, there had been no con- 
sideration for the note which it was 
now attempted to enforce against him. 

It sounded like a good defense. 
Control of the bank had passed into 
different hands since the note was 
given, and apparently no witness was 
available who could testify to the 
transaction on behalf of the bank from 
personal knowledge or memory. 

But the bank did have good records! 
They showed that the bank had dis- 
counted the defendant’s note, which 
fell due on August 31st. On September 
18th of the same year this discounted 
note appeared as a debit on the cash 
book, the note having been paid or 
renewed; and on the same page was a 
record showing that the defendant 
executed a note for a like amount due 
November 30. While the note due 
August 31 was not canceled until 
September 18, a period of three 
months (the life of the original note) 
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from August 31 would make, the 
maturity date November 30, which 
was the maturity date of the note for 
which the defendant claimed there 
had been no consideration. 

“The witness testifying from the 
bank’s records,” said the Louisiana 
court, “‘admits he did not make the 
records but says the only conclusion 
he can draw from them is that the 
note sued on was a renewal of the 
obligation which the defendant under- 
took at the time he executed the first 
note.” 

With that conclusion, thanks to the 
records, the court agreed and granted 
judgment in favor of the bank. (Re- 
construction Finance Corporation vs. 
Hutchinson, 1 Southern Reporter, 
Second Series, 423.) 


° ° 


Moral Obligation Enough 


The moral obligation to pay a debt 
may in itself constitute sufficient legal 
consideration, says the Supreme Court 
of Arkansas. 

In the case before the court, the 
defendant was obligated on a note in 
the sum of $564.26. He made pay- 
ments on account until the balance 
was reduced to $374.79. Then, with- 
out any additional consideration, he 
executed and delivered to his creditor 
a new note for $374.79. Thereafter 
the creditor who held the note died 
and suit was finally brought on the 
note by the representative of the 
creditor’s estate. The debtor con- 
tended that his new note for $374.79 
could not be enforced against him 
because there had been no considera- 
tion for it. 

“The moral obligation to pay this 
new note was sufficient consideration,” 
said the court. ‘“‘No additional con- 
sideration was necessary.” The court 
cited a number of authorities in sup- 
port of this principle. (Myers vs. 
Shinn, 147 Southwestern Reporter, 
Second Series, 359.) 


° * ° 


Indefinite Time of Payment 


Under the Uniform Negotiable In- 
struments Law, a note, to be negotia- 
ble, must be payable on demand or at 
a fixed or determinable future time. 
A note payable upon a contingency is 
not negotiable. 

In a recent California case a note 
was made payable when certain real 
estate became the property of the 
heirs of a deceased owner. When suit 
was brought on this non-negotiable 
note, the court ruled that the con- 
tingency had occurred, namely the 
real estate had become the property 
of the heirs in question, and hence the 
obligation of the note was due and 
payable. 


The parties liable raised a legal 
point tending to show that, in the 
strict, technical sense the real estate 
had not yet become the property of 
the heirs and that, in any event, the 
note was unenforceable because o! 
the indefiniteness as to time of pay- 
ment. 

“If the property has not yet come 
into the hands of the heirs,” said the 
court, “‘then by reason of its very 
indefiniteness the note would never- 
theless constitute a valid evidence oi 
indebtedness between the parties there- 
to. In such case mere indefiniteness as 
to time of payment would not, could 
not and ought not defeat the obliga- 
tion, for equity will decree payment 
upon the lapse of a reasonable time 
from and after the execution and 
delivery thereof.” 

The mere fact that in some way the 
negotiability of a note has been 
destroyed, does not mean that the 
bank holding it cannot collect it. In 
most instances, it means simply that 
the bank is not protected as a holder 
in due course. (Egilbert vs. Hall, 112 
Pacific Reporter, Second Series, 291.) 


e > « 


‘*Without Recourse’’ May Not 
Protect 


An endorsement of a note “‘without 
recourse” does not necessarily relieve 
the endorser of all liability in the 
transaction, according to a _ recent 
decision of the Supreme Court of 
Nebraska. 

There, in the sale of a mortgage and 
an accompanying note, the transferor 
endorsed the note “without recourse.” 
In subsequent litigation it was con- 
tended that the sale of the mortgage 
and note had been effected by allegedly 
false and fraudulent representations. 
One of the defenses made was that 
the note had been endorsed and trans- 
ferred expressly “‘without recourse.” 

“Such an endorsement,” said the 
court, “indicates a purpose not to 
assume liability on the paper or 
responsibility for its payment and is 
sufficient to transfer title, but, pro- 
vided there is no fraud, concealment 
or misrepresentation, it exempts the 
transferor from all liability as en- 
dorser, except that he is still chargeable 
with implied warranties as a seller of 
the paper. 

“Tf it be found that the buyer was 
induced to purchase the note and 
mortgage by false representations, 
then liability for such false representa- 
tions cannot be avoided by the en- 
dorsement on the note of the words 
‘without recourse.’ Such an endorse- 
ment does not relieve the endorser if 
there was sufficient evidence of conceal- 
ment, fraud or misrepresentation.”’ 
(Evans vs. First National Bank, 297 
Northwestern Reporter, 154.) 
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Any Burroughs display reveals many new machines and 
many new developments that are real news for bankers 
who are studying new banking opportunities or are con- 
cerned with saving time, effort and operating costs. 


Convincing evidence that these machines squarely meet 
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Complete information on these 
and other Burroughs machines 
for banks may be obtained from 
your local Burroughs office or by 
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